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The March of the News 


IN NATIONAL AFFAIRS 


AS interpreters of the people’s will for the next 
two years, members of the 75th Congress 
assemble in Washington. 


The Senate, Democratic in membership by 5 to 
1, and the House, with four Democrats for each 
Republican member, meet in joint session to be 
informed on the state of the Union by President 
Roosevelt, Democrat, reelected by 523 electoral 
votes to 8. 


The President reports that popular government 
in America is at the cross roads since the security 
and well-being demanded by the people can be 
secured democratically only if the National Gov- 
ernment is given enlarged powers. The Consti- 
tution is not at fault, he declares, but rather its 
broad purposes are blocked through narrow in- 
terpretation by the Supreme Court. In the name 
of the people he asks the Court to do its part in 
making democracy successful. 


Cutting short all comment, leaders of both 
chambers summon members to a legislative race, 
a prelude to a broadened neutrality law. As a 
Spanish ship hastily loads airplanes intended for 
use in the Spanish civil war, a bill is rushed 
through Congress with almost unanimous ap- 
proval to clamp down an embargo on export of 
war materials to Spain. The ship wins, but fur- 
ther shipments cease. 


THE BUDGET MESSAGE 
Then comes the financial report to the Federal 
Government’s stockholders—the annual budget 
message sent by the President to Congress. Dis- 
tilled from thousands of figures is this result: 


The 1938 budget is in balance—apart from re- 
lief expenditures. Even with 1! billion dollars 
set aside for relief, it is in balance if the item of 
debt retirement is ignored. The needy are to be 
cared for by work relief and the responsibility for 
lessening the amount required is fitted on the 
shoulders of business and industry. 


Meanwhile in the Senate and House, hoppers 
overflow with thousands of bills and resolutions, 
most of them destined never to slip through the 
multiple screens of committees and lengthy calen- 
dars. 

Most of the familiar bills of earlier Congresses 
make their reappearance, some with modifica- 
tions. 

THE MORE SIGNIFICANT BILLS 

Most significant to the wise are those which 
propose to carry out policies foreshadowed in 
the President’s address on the state of the 
Union. 

Underscored on this count are: 


A farm tenant bill appropriating 50 million 
dollars yearly. 


A proposal for slum clearance and encourage- 
ment of low-cost home building. 


A bill providing for insurance of crops on a 
voluntary basis. 


Administrative sponsorship and pressure of 
time force into the front rank an extension be- 
yond February of the RFC and renewal of the 
President’s power to devalue the dollar, with con- 
tinuance of the two-billion-dollar stabilization 
fund. 


Longer thoughts prompt consideration of sev- 
eral proposals to amend the Constitution so as to 
give Congress power to legislate effectively for 
the general welfare. 


FREEDOM OF ASSEMBLY UPHELD 

Meanwhile in the marble palace of justice 
across from the Capitol, the Supreme Court 
proves that the freedom of assembly guaranteed 
by the Constitution is not a dead letter.. The 
State of Oregon is not permitted to imprison 
a man assisting peaceably in a meeting under 
the auspices of the Communist party, merely be- 
cause the party doctrine advocates overthrow of 
the Government. Freedom of expression is de- 
clared a safeguard of the republic. 


The Court breaks new ground in permitting 
Congress to prevent prison-made goods from en- 
tering States which prohibit their sale. Those 
who would ban child labor are elated, seeing no 
reason why the Court should not also restrict the 
facilities of interstate transport for goods made 
by minors, 


Other friends of child labor laws see this as a 
weak and uncertain hope. President Roosevelt 
renews his efforts to have the pending child labor 
amendment to the Constitu.ion ratified. He 
writes with this purpose to the Governors of 19 
States whose legislatures meet this year. Twelve 
more ratifications are required. 


Reflecting menace of wars abroad, the Presi- 
dent authorizes construction of two new battle 
cruisers, 50 million dollars each, because agree- 
ments for naval limitation has failed. 
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Four Peaks of Public Deb 


(Zach foot of Altitude equals $2 000,000) 





Basic Photo—Colburn for U. S. Forest Service 


New Budget Estimates Reveal Public Debt 
At All-Time Peak of 35 Billion Dollars 


drop of 25 million dollars from the record high 


NCLE SAM’S mountainous debt will 

l | hold at record levels this and the next 

fiscal years, although the time is not 

far distant when he can begin to re- 

duce it. That is the story told in the Presi- 
dent’s annual budget message to Congress. 

An account of the public debt *n post war 
years and its expected course in the immediate 
future is charted in the above pictogram, by 
showing high and low points in a twenty-year 
period. 

A complete story of the public debt of the 
United States Government, however, starts 
with the end of the Revolutionary War, when 
the assumption by the Federal Government of 
the debts incurred by the States produced ob- 
ligations totaling 75 million dollars. 

The Civil War swelled the public debt to 
755,000,000 in 1866, after which the figure sub- 
sided to a trifle over one billion dollars, and 
there it rested until the World War years. 

In the two fiscal years 1917 and 1918, as a 
result of the extraordinary expenditures made 
necessary by war-time operations, the Federal 
debt burden jumped 11 billion dollars to a total 
of $12,200,000,000. 

THE EARLIER PEAK IN 1919 

In 1919 the nation’s indebtedness reached 
what was considered then as a dizzy peak of 
$26,596,000,000, and until the advent of the 
New Deal this remained the all-time high. 
From that point, August 31, 1919, the burden 
was steadily lightened. 

During the prosperous decade of the ’20’s, 
the Treasury was able to retire outstanding ob- 
ligations at a rate of approximately one billion 
dollars a year. This concerted drive was pos- 
sible partially because of substantial budget 
surpluses and partially because of repayments 
on loans advanced to the allied nations. 

By December 31, 1930, efforts to erase the 
debt had succeeded in forcing the total down 
to $16,026,000,000. Here, because of depres- 
sion influences, the good work stopped. Conse- 
quently the national debt as of that date is the 
lowest in post-war history. 


DEBT NOW AT RECORD HIGH 

When the Roosevelt Administration began 
its huge public borrowings to finance the “pump 
priming” expenditures, the total debt started 
another meteoric advance. The President now 
estimates that the gross public debt as of June 
30, 1937, will be $35,026,000,000, an all-time 
high. 


As the Government forecasters now see the 
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however, the debt on June 30 of this 
year will be the absolute ceiling of the upward 
climb. If the improvement now evident in 
business conditions continues, accompanied by 
larger revenues for the Treasury, the nation 
can gradually commence to dig out from un- 
derneath the debt load. 

In the pictogram the third peak illustrates 
President Roosevelt’s estimate of the public 
debt as of June 30, 1938—$35,001,543,494, a 
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Newsgrams 
| What Are They? 


| The United States News believes 

it has developed something distinctive 
| in the Newsgram—a unique form of 
| article meeting the needs of the busy 
| reader who wants not a superficial | 
| smattering of loosely knit facts but | 
something penetrating and informa- | 
| tive. 

The Newsgram is not a mere sum- 
mory—a recital of happenings—nor 
is it just an abbreviation of a lot of 
materia! in a small space. 

The Newsgram in its best form is 
a comprehensive presentation of es- 
sentials. It correlates those essen- 
tials simply and furnishes the back- 
ground for an understanding of their 
real meaning. 

Throughout the United States News 
every week there will be several News- 
grams and beginning next week 
this space will be given a brief de- 
scription of each Newsgram with the 
page on which it is to be found. 

Like the Pictogram which appears 








on Page One, the Newsgram is an in- || 


vention of the United States News. 
The word “Newsgram” has been reg- 
istered in the United States Patent | 
Office and is the exclusive property 
of the United States News. 
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predicted for this coming June. Although that 
will be only a modest reduction, it will mark 
the start of a steady lowering of the gross debt, 
according to present hopes of the President. 


THE EXPECTED DECLINE 

During the 1938 fiscal year, it is estimated 
there will be no new borrowing by the Treas- 
ury, and the budget will be balanced except for 
statutory debt retirement. 

In the following fiscal year, as shown by the 
fourth peak in the pictogram, the Federal Gov- 
ernment can commence to shovel its way out of 
the red to the extent of about $400,000,000, it is 
estimated unofficially, thereby bringing the to- 
tal down to $34,600,000,000, as of June 30, 193 

At that the debt will still be higher than it 
was at the end of 1936, when it established a 
new high of $34,408,000,000. In other words, 
the mountain is to have a relatively flat top be- 
fore the descent begins. But, Government fis- 
cal experts say, once its descent begins, it will 
be continuous, barring unforseen conditions 
such as war or substantial recessions in the 
business recovery now under way. 


OFFSETS AGAINST THE DEBT 
All the public debt figures used here are 
“gross”; that is, they do not take into account 
certain sums which offset the amount Uncle 
Sam owes. Among those sums are: Cash on 
hand, the so-called proprietary interests in 
loans to industry and business and banks, and 
the two billion dollar stabilization fund. 
Deducting these assets of the Government, 
which can be and ultimately may be used to re- 
tire outstanding obligations, these estimated 
“net” public debt figures are obtained, assum- 
ing that the stabilization fund continues 
through June 30, 1939: 
August 31, 1919., .$24,878,000,000 
December 31, 19° ....$15,729,000,000 
June 80, 1988........ $27,881,000,000 
June 30, 1939........ $27,600,000,000 
In the course of the New Deal’s enormous 
spending program a larger number of public 
buildings have been erected, and other public 
works created. The Treasury, under its ac- 
counting method, does not treat these “addi- 
tions to plant and equipment” as assets. In- 
stead it pictures them as outright expenditures. 
If they were included as assets the debt obli- 
gations would be far more than offset, and 
Uncle Sam would be keeping his ledgers with 
black ink. 
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Tomevrow 


A LOOK AHEAD—FUTURE TRENDS 


Course of national affairs in period just ahead 
will be dominated by backstage maneuvers, di- 
rected from the White House. 


While Congress is getting up steam for its 
long legislative voyage, the President may be 
expected to give more attention to problems 
elsewhere. 

Look for these developments: 

1, Pressure by the President, applied through 
the Labor Department, to get strikes adjusted 
before they upset the recovery trend. 

2. A watchful waiting policy by the Admin- 
istration for the Supreme Court’s reaction to the 
President’s suggestion for a more friendly at- 
titude toward his experiments. 


3. Early determination of a Federal power 


‘policy, with a decision resting on question of 


seeking basis for cooperation with private util- 
ities in Tennessee valley or an open fight. Presi- 
dent is inclined to go along with David Lilien- 
thal, who wants to fight. 


SOCIAL SECURITY MODIFICATIONS 
4. Gradual revamping of vast old-age insur- 
ance plan, now going into effect, with President 
convinced present plan is unworkable in long 
run. 


President faces a fight in Congress later on 
that will test his persuasive powers, on the fol- 
lowing: 

First, neutrality legislation, owing to senti- 
ment in both houses to make any law embargo- 
ing ships of war materials binding on President. 
State Department will press strongly for large 
measure of presidential discretion in applying 
embargoes. One argument to be advanced will 
be that mandatory law would embarass future 
trade agreement negotiations. 


Second, governmental reorganization, owing 
to pressure on Congressmen from office holders 
who fear they might be hurt in the shuffle. 


Third, St. Lawrence waterway treaty, owing 
to opposition from railroads and power inter- 
ests as well as from East Coast Senators who 
fear more middle western competition if cheaper 
transportation is opened up. 

Fourth, relief policy, owing to interest of 
Senators and Representatives in /Jarge scale pub- 
lic works which face curtailment under Presi- 
dent’s plan putting all emphasis on work relief, 

Business, budget and legislative outlook is 

[Continued on Page 3, Column 1.] 





— 


Beeman ee cm. 


ad 


-—_—, 


The United States News 





January 11, 1937 








ieee & 
—Underwood & Underwood 
“SRO” SIGN ON CAPITOL HILL 
Crowds unable to secure admission to the House 
galleries to hear the President deliver his message in 
person to a joint session of Congress found bulky 
police on hand in the corridors to enforce a standing 
room only order. 
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Newsaraua 
A Review and a Forecast: 


The President Speaks 


EPORTING to Congress on the 

state of the Union, President 
Roosevelt draws in bold outline a pic- 
ture of the world’s largest democ- 
racy engaged in a struggle to remain 
democratic under the powerful impact 
of social forces unloosed by modern 
invention, modern industry, modern 
communications. A narrow interpre- 
tation of the Constitution by the Su- 
preme Court is seen as the major ob- 
stacle to succeess. 


Dealing first with the four years which are past, 
he reviews the crisis of 1933 as not merely a break- 
down in the visible mechanism of economic life, 
but a challenge to the democratic form of govern- 
ment itself. 


Thanks to cooperation between Congress and 
the Executive, the President declares, that chal- 


lenge was met for the time being. 

Measures taken included safe banking and sound 
currency, guarantee of bank deposits, protection 
for the investor in securities, the removal of the 
threat of agricultural surpluses, insistence on col- 
lective bargaining, the outlawing of sweatshops, 
child labor and unfair trade practices, and the be- 
ginning of security for the aged and the worker. 

Behind these immediate objectives are seen the 
“deeper purposes of democracy’—a better life for 
as many people as possible. This ideal embraces 
assistance to the needy to improve their condition 
of life, to retain all personal liberty that does not 
adversely affect their neighbors and the pursuit of 
the happiness which comes with security and an 
opportunity for recreation and culture. 


WHERE THE IDEAL FAILED 

Failure to attain this ideal is noted most con- 
spicuously in several examples, which foreshadow 
the field of legislative endeavor ahead. 

One is the housing failure, leaving millions of 
Americans still living in slum areas of cities, large 
and small, and in inadequate farm homes. 

Another is the prevalence of an “un-American 
type of tenant farming,” offering neither future se- 
curity as tenants nor hope of ownership. 

A third lies in the short-comings of the present 
social security programs, from whose benefits large 
parts of the population are excluded. 

The final and greatest failure is described as 
continuing unemployment and the lack of economic 
balance of which it is at once the result and the 
symptom. 

How to repair these failures within the frame- 
work of our democratic institutions? 

The President's sober second thought returns to 
the objectives of the National Recovery Act. The 
backward look, he indicates, reveals that its diffi- 
culties lay in attempting too much. 

He adds: “The statute of the NRA has been out- 
lawed. The problems have not. They are still 
with us.” 


COURT AND CONSTITUTION 


Thus President Roosevelt comes to grips with 
the problem of the Supreme Court and of the Con- 
stitution, in whose name the Court struck fom the 
Government's hand the instrument declared still to 
be necessary for combating the triple evils of un- 
employment, reckless overproduction and monopo- 
listic underproduction of natural and manufac- 
tured products. 

The President looks at the Constitution and finds 
it good. 

Never was it intended, he declares, as a device 
for preventing action of the Government in dealing 
with nation problems. 

Then he looks at the Court and indirectly ad- 
dresses to it a veiled warning that its interpreta- 
tion of the Constitution must be adapted to the 
present national needs of the largest progressive 
democracy in the world. 

In a panoramic glance over the world, popular 
government is shown to be in eclipse in many coun- 
tries—an eclipse accompanied by the rattling of 
sabres. A new hope for peace and democracy is 
envisioned from the Pan-American Conference at 
Buenos Aires but one which must not be dimmed 
by the breakdown of popular government in the 
United States. 

And what do the people of the United States de- 
mand? 

Impressively stressing his words, the President 
Says: 

“The Judicial branch is asked by the people to 
do its part in making democracy successful. 

“The process of our democracy must not be im- 
periled by the denial of essential powers of free 
government.” 

(The text of the President’s message is printed 
on Page 7.) 
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ihe Stave of ithe Union vodlgy 





WHAT'S HAPPENING IN THE NATIONAL PARADE— 
THE WEEK'S NEWS AND ITS MEANING 








Necesgrated 


AT 1:47 O'CLOCK last Thursday afternoon + 


the stubby-stacked, Spanish-owned freighter, 
Mar Cantabrico, slipped her moorings at Brook- 
lyn and put out to sea. Below decks seamen 
with red paint had just finished daubing out the 
words “U. S. Army” on 32 rolling field kitchens 
bought at auction. Above decks carpenters 
busily bustled, crating a Spanish war-bound con- 
signment of airplanes—ironically including the 
Richman- Merrill transatlantic flight plane 
named “Lady Peace.” 

In Washington Congressmen bustled, too. 
The Senate was a few minutes ahead of the Mar 
Cantabrico in beginning a strange race. Before 
the outbound ship reached the three-mile limit, 
where Uncle Sam's jurisdiction ends, Congress 
leaders hoped to ban and cancel all licenses to 
ship war materials to strife-torn Spain. 


NEUTRALITY CRISIS: 
CONGRESS RACES 


In this novel contest be- 
tween whirring propeller 
SHIP AND LOSES and the Congress windmill, 
the windmill was loser. The Senate adopted 
the resolution in time. The House was still de- 
bating it at 4:15 p. m., when the Mar Cantabrico 
steamed out of American teritorial waters. 

Less than an hour later the House passed the 
resolution under which the ship might have 
been held back. Then it was found the Senate 
more than the House had boggled the contest. 
In its burst of speed it floundered into red tape, 
overlooking the technicality of authorizing Vice 
President Garner, its presiding officer, to sign 
the resolution. So the emergency legislation 
was of no effect till the omission could be re- 
paired when the Senate next met on Friday. 

Cancelled then was the license, which Rus- 
sian-born Robert Cuse (ne Alexander Sjasin) 
had wrangled out of the State Department 
through a gaping loophole in the 1936 Neutral- 
ity Act and under authority of which he had 
loaded the Mar Cantabrico with war supplies 
for Spanish loyalists. Cancelled, too, was the 
arms shipment license granted Richard Dineley 
of San Francisco, who ruefully admitted his 
business was thus “washed out.” 


LABOR’S BATTLE While Congress in its 
WIDENS IN THE feverish spurt of emergen- 
MOTOR INDUSTRY cy activity sought to guard 
against our being drawn into foreign war, the 
rumble of industrial war on the home front 
grew ever louder. It nearly drowned out the 
noise of machinery in the motor industry, that 
had been looking forward to possibly its biggest 
production year. Machinery, indeed, through- 
out a large part of the far-flung General Motors 
plants was halted stock-still as “sit-down” and 
“stay-in” strikes engineered by the new CIO- 
backed United Automobile Workers’ union 
spread from factory to factory and from city to 
city. Paralyzed was production not only in plants 
where strikes had begun but in auxiliary shops 
manufacturing parts. By the end of the week 
more than 72,000 workers, willingly and unwill- 
ingly, were idle. 











Meanwhile, as some 26 million workers, not 
on strike, reached into their pay envelopes last 
week and found 1 per cent deducted from wages 
as old-age pension taxes, Norman C. Norman, 
persistent New Deal foe (he _ previously 
launched suit, that went to the Supreme Court, 
to stop suspension of gold payments) sought by 
injunction to check Social Security law opera- 
tion as it affects the Consolidated Edison Com- 
pany of New York, of which he is a stockholder. 

While this new litigation was launching in 
New York, in Washington last week the Su- 
preme Court declined to pass at this time on 
questions of Social Security Act constitution- 
ality raised in an appeal taken from a Boston 
U. S. District court by George P. Davis of that 
city. His case has not yet gone through the 
Circuit Court of Appeals—but the Department 
of Justice had joined with the appellant in 
urging the Supreme Court to settle the issue 
of constitutionality as soon as possible. On its 
last decision affecting the act (on constitution- 
ality of New York State auxiliary social secur- 
ity legislation) the Court stood balanced, 4 to 4. 


Three days after it had 
HAS LECTURE FOR maintained a Sphinxlike 
SUPREME COURT position in the Boston 
case, the judges were targets of g sharp and in 
some respects unprecedented admonition and 
warning from the head of another of the co- 
ordinate branches of the Federal Government. 
With a nationwide audience listening in on the 
radio, President Roosevelt urged them to re- 
read certain sections of the Constitution (if not 
the election returns) and try to get into step 
with the Executive and Legislative branches of 
Government on New Deal policies. 

With many an emphatic nod, the President, 
reading his annual message to Congress, made 
it plain that he counts on reformed and more 
favorable interpretations by the judiciary rather 
than submission of constitutional amendments 
to the people as a means to resolve the consti- 
tutional impasse hampering application of cer- 
tain of his policies. 

Commentators were quick to note that in this 
the President took a position markedly at vari- 
ance with current pronouncements by Senator 
Minority Leader Joseph T. Robinson and 
Speaker of the House William Bankhead, who 
only a little while previously had declared sub- 
mission of constitutional amendments should be 
in order to validate certain New Deal projects. 

While the President lectured the Supreme 
Court from the House dais last week, Governors, 
new and old, from many another platform out- 
lined their policies in inaugural addresses and 
legislative messages. 


THE PRESIDENT 


Among such ceremonies, 
UNICAMERALISM that at Lincoln, Nebr., at- 
MAKES ITS DEBUT tracted perhaps chief na- 
tional interest. Old Ben Franklin once com- 
pared a two-chamber legislature to a cart with a 


EXPERIMENT IN 
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horse hitched to each ena and pulling in op- 
posite directions. Another elder statesman of 
modern times, Senator George Norris, had some- 
what similar ideas. Consequently, according to 
Franklin's figure, Nebraska’s legislative cart has 
become a one-horse affair. Last week the ven- 
erable Senator Norris stayed away from the 
United States Senate opening to see Nebraska's 
first unicameral legislature, its personnel cut 
from 133 to 43 members, make its debut in the 
tall-towered State house at Lincoln. 

In Boston, down the Statehouse steps, under 
the gold dome, strode retiring Gov. James M. 
Curley (Dem.) in the traditional ceremony for 
ex-executives of Massachusetts. Happy in re- 
tirement was he, for though having lost a Sen- 
atorial election, he had just won a bride, his 
marriage to an attractive widow taking place 
just before his term expired. 

In neighboring Connecticut, inauguration day 
brought 75-year-old Gov. Wilbur M. Cross 
(Dem.) a “professor in politics,” back to the ex- 
ecutive chair as the first Governor in Nutmeg 
State annals to be elected for a fourth term. 


At Madison, Wis., 39- 
ee ae a year-old Gov. Phil La Fol- 


lette, (Prog.) another 
POLITICAL FOES “professor in politics” (he 
taught in Wisconsin’s University law school) 
began his third term just 20 years to the day 
after the third-term inauguration of his father, 
the late Governor and Senator Robert M. La- 
Follette, Sr. Next to him on the platform 
blandly sat Dr. Glenn Frank. Three days later 
out from under Dr. Frank LaFollette associates 
vigorously jerked his chair as president of the 
University of Wisconsin. They charged in- 
competence and extravagance. Dr. Frank’s 
friends and the foes of the Progressive party 
raised the cry of violated academic freedom, 
said the ouster was “political reprisal” against 
the former “boy editor” of Century Magazine, 
who plopped prominently into the Republican 
camp in early stages of the last political cam- 
paign and was thought to have a Republican 
presidential bee in his hat. A thousand striking 
university students marched on the Governor's 
office in protest at the Frank dismissal. 

First official act of newly installed Gov. Fred 
P. Cone (Dem.) of Florida was to reverse an 
ouster order of his predecessor, Gov. Dave 
Sholtz, who had attempted to remove from of- 
fice Mrs. Irene Armstrong, the spunky grand- 
mother who is mayoress of Daytona Beach. Sur- 
rounded by police officers, she held the fort at 
the city hall till Governor Cone raised the siege. 

Of minor comparative magnitude were mo- 
mentary troubles of New Mexico's Gov. Clyde 
Tingley (Dem.). “By golly, I plumb forgot it!” 
exclaimed His Excellency when reminded by an 
Albuquerque newspaper editor that he had failed 
to issue a proclamation signalizing New Mex- 
ico’s 25th anniversary as a State. Hieing back 
to his office, he put out the proclamation in fit- 
ting form. 
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Washington (Ms parse 





* REA is for it; an SEC commis- 


MENTION of Secretary of La- 

bor Frances Perkins for the 
proposed cabinet post of Secretary 
of Public Welfare has resulted in 
whetting of axes by others inter- 
ested in the position and a big 
scramble behind the scenes for 
preference. To add to the inter- 
est in the situation there is a pos- 
sibility that two or three new cab- 
inet jobs may open instead of one. 


* ok * 


Henry Morgenthau, Jr., Secre- 
tary of the Treasury, according to 
reports going the rounds of New 
Deal inner circles, now is the 
Number One man at the White 
House. 


. eo 


High Government officials pri- 
vately are congratulating them- 
selves for having rigged the work 
relief program so that the Federal 
Government need not face directly 
the issue of relief for men on strike 
in industry. The old Federal 
Emergency Relief Administration 
followed a policy of taking care of 


$$ $______»% 


all persons in need, but under the + 


WPA a more complicated pro- 
cedure is set up making it much 
more difficult for strikers to get 
Federal assistance. 


The wing of the Department of 
Agriculture formerly represented 
by Dr. Rexford Tugwell, insiders 
say, now is deeply entrenched 
around Henry Wallace and is out 
to “get” the AAA wing of the De- 
partment. 


ok ok ok 


Federal Reserve Board members 
are seeking more of a voice in de- 
termining Federal fiscal policies 
on the ground that credit control 
involves more than regulation of 
the volume of bank money. 


x * * 


Real reason which accounts for 
the numerous registrations of em- 
ployes of the AAA in order to 
tak jobs with sugar interests is 
that these interests are building 
up their prsonnel so that they may 





adequately present their case in 
the coming battle in Congress over 
import quotas on sugar and over a 
new processing tax for sugar. 


* * * 


Donald Richberg, former NRA 
Administrator, is drafting the Ad- 
ministration plan for reviving 
Federal regulation of wages and 
hours and use of child Jabor in in- 
dustry. 
x * x 
AAA workers report a joker in 
the order forbidding them to talk 
with former officials for a period 
of two years after they leave of- 
fice. The joker is that the order 
was issued Dec. 29 and bars talks 
with those “now” in employ of in- 
dustrial concerns. Most of the 
resignations were dated Jan. J and 
later. 
ot a Oo 

In discussions behind the scenes, 
the power pool idea for TVA cur- 
rent divides not only TVA direc- 
tors but also administrators in 
other agencies. Chairman of the 





sioner is against it and expects 
opposition by Congressional 
groups to tip the scales against 
the proposal. 
x * x 

The Social Security Board is pre- 
paring to recommend inclusion of 
seamen in the benefits of the Fed- 
eral insurance program. It is 
qustioning the influence which 
brought about their exclusion 
without the presentation of any 


evidence in hearings on the bill. 
x * x 


Inner Securities and Exchange 
Commission circles predict agi- 
tation for some sort of Federal 
control of accountants as a result 
of certain disclosures made dur- 
ing the course of the investment 
trust investigation. 
% e * 

Plans are being made by the In- 
terstate Commerce Commission 
for more stringent enforcement 
of the provisions of the Motor Ve- 
hicle Act which affect bus opera- 
tors. 














—Wide World 
SIGN OF CONGRATULATION 


Representative Sam Rayburn (right), of Texas, re- 
ceiving the congratulations of Speaker William B. 
Bankhead of Alabama, after his election to post of 
Majority Leader of the House at a Democratic cau- 
cus on the eve of the opening of the 75th Congress. 





Newsqran 
Auto Labor Controversy 
Moves to Its Climax 


S a slow paralysis creeps over the 
body of the largest unit of Amer- 
ica’s largest industry—General Mo- 
tors Corporation, maker of automo- 
biles—the issue of collective bargain- 
ing moves toward its most dramatic 
crisis. 


It is not wages which are specifically at stake as 
plant after plant closes through “sit-down” strikes 
or lack of parts and materials. Weekly wages are 
higher than those in any other branch of manu- 
facturing industry—an average of $36.16 as re- 
ported for November last. 

It is not hours of work which constitute a griev- 
ance, although a reduction of hours from 40 to 30 
weekly is asked by strike leaders as a basis for cal- 
culating normal wages. Average weekly hours 
worked are 41.3, compared with 48.3 in 1929, 


THE ISSUE FROM BOTH SIDES 


What then is the issue? Both sides reply. 

As stated by Alfred P. Sloan, president of Gen- 
eral Motors, in notices posted in factories, the is- 
sue is not collective bargaining, already recognized 
by the company, but whether the business shall be 
run by a labor organization or by the manage- 
ment. 

As stated by Martin S. Homer, president of the 
United Automobile Workers, an industrial union 
which claims as members more than half the com- 
pany’s 200,000 workers, the issue is not whether the 
union shall run the business of the company but 
whether it shall run its half of collective bargain- 
ing instead of letting the company run _ both 
halves. 

Says Mr. Sloan: “General Motors will not recog- 
nize any union as sole bargaining agency for its 
workers to the exclusion of all others.” 

Replies Mr. Martin: “The failure of your cor- 
poration to accept the fundamental doctrine of col- 
lective bargaining is the sole and only cause of the 
serious situation that has resulted.” 


LABOR’S NEWEST STRIKE TACTICS 


The “serious situation” comprises these elements: 

Without any general strike call, individual plants 
here and there throughout the country close as 
workers lay down their tools, some of them fre- 
quently remaining at their machines in sit-down 
strikes. This last procedure, suggested by strike tac- 
tics begun early last year in France, avoids the in- 
convenience and danger of picketing. 

The company protests the legality of “sit-down” 
strikes, which amount to occupancy of its prop- 
erty. An injunction secured at Flint, Mich., to 
compel evacuation of two plants is defied by the 
strikers, while impeachment proceedings are be- 
gun against the judge issuing the injunction. 
Grounds alleged for impeachment are the judge’s 
ownership of some $200,000 worth of General 
Motors stock, creating an interest in the case such 
as is declared to be forbidden by State law. 

Other plants meanwhile close down for lack of 
essential parts and materials. One lack is glass, 
production of which has been almost halted by a 
Strike several weeks old. 

The glass strike likewise arises from one com- 
pany’s management refusing to accept what Mr. 
Martin calls the fundamental doctrine of collec- 
tive bargaining. 


WHAT LABOR LEADERS CONTEND 

What is this “fundamental doctrine?” 

The reply comes from Mr. Martin and from John 
L. Lewis, who, as commander-in-chief of the auto- 
mobile union and 14 other unions banded together 
as the Committee for Industrial Organization, de- 
clares he is 100 per cent behind the demands of 
the automobile workers. 

They reply that collective bargaining is that pro- 
cedure which the National Labor Relations Act 
defines as the proper mode of dealing between em- 
ployer and employe. 

This law defines as unfair and forbidden labor 
practices: 

1.—Refusal to meet and bargain with any agency 
chosen by the majority of employes as their spokes- 
men, such agency to be the sole spokesman for the 
employes in reaching agreements on wages, hours 
and conditions of labor. 

2.—Financial or other support given to a com- 
pany union and all manner of coercion by employ- 
ers to induce workers to belong to such a union or 
to abstain from membership in an independent 
union. 

Mr. Martin charges that the company’s refusal 
to bargain with the Automobile Workers Union vio- 
lates the first of these clauses and that the type 
of bargaining which Mr. Sloan declares it carries 
on with employes is a violation of the second clause. 

Mr. Sloan’s response: Work in General Motors 
plants will continue to depend on the ability and 
efficiency of the worker—not on membership in any 
labor organization whatsoever. 
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[Continued from Page 1.] 


likely to revolve more and more 
around the Jabor situation. 


Strikes in automobiles, steel 
and coal, if prolonged, would 
mean: 


Curtailment of orders for ma- 
terials, drop in wages and em- 
ployment, sharp set-back to prof- 
its, disruption of otherwise bright 
outlook. Also a narrowing of the 
base on which the President’s 
1937-38 fiscal year budget rests 
thereby upsetting his hope for a 
balance. 

Prospect is for a showdown be- 
tween Lewis group and employ- 
ers that almost certainly will call 
for action by the Federal Gov- 
ernment. 


Relief appropriation sought by 
President assures continuation of 
program along present line at 
least until end of present fiscal 
year, June 30. 


Outlook now 
of nearly one-third in total costs 
of both federal and local aid as 
compared with 1936. For next 
few months work relief rolls will 
be kept at comparatively high 
levels but in spring a cut will be 
started which will reduce total 
to about two and a half million 
persons. 


is for reduction 


Decision of Administration to 
ask Congress for continuation of 
RFC and other lending agencies 
for two and a half years means 
President does not regard emer- 
gency as over yet. Also means 
Administration is determined to 
keep interest rates low. Low 
rates are necessary to success of 
government program in refunding 
nation’s short-term debt. They 
are also important to maintain 
level of bond prices for safety of 
banks. 


End of government borrowing, 
except for refunding issues, 
means that banks, insurance com- 
panies and similar institutions 
will have to look elsewhere for 
profitable investments. 


President’s message on state of 
the union confirms forecasts that 
some legislation is to be expected 
at this session on housing and on 
long-range plans for Jand pur- 
chase to help farmers. 


Changes in the undistributed 
profits tax are likely to be pro- 
posed in Congress if March tax 
returns are as favorable as ex- 
pected. Administration will con- 
tinue to oppose any reduction in 


taxes. 


State Department officials are 
eager that public should hear 
about modifications in their trade 
agreement procedure before Con- 
gress commences consideration of 
an extension of the act. 


At the beginning of conversa- 


Ni R. ROOSEVELT now is do- 


ing what he had hoped to 
do, but was unable to do, in 


each of the past three years—he 
Mr. John Q. Public 
that the Federal Government is 


is telling 


about ready to stop piling new 
debts on his back. 

He expects to call a halt at a 
total of about 35 billion dollars. 
This load is 19 billion dollars 
heavier than it was back in 1930 
and 14 billion heavier than it 
was back in March, 1933. Yet 
the President, addressing Con- 
gress on January 8, expressed 
the hope that it could be light- 
end somewhat after July 1, 1938. 
debt, President 
the public the 


Instead of new 
Roosevelt offers to 
following: 

First, a plan for spending some- 
what more than seven billion dollars 
each year—about 70 dollars apiece 
for every Man, woman and child— 
to run the Army and Navy, to buil 
roads, pay various subsidies, provide 
relief for unemployed and to do the 
variety of other things that the Fed- 
eral Government does. The pre-de- 
pression cost was under four bil- 
lions. 

Second, a set of taxes that he says 
will raise at least seven billion dol- 
lars in each year of good times so 
that it may no longer be necessary 
to borrow additional dollars that 
must be carried on the public back. 
This means syphoning into the 
Treasury nearly twice as many dol- 
lars as were syphoned four years 
ago—and more than were taken in 
even during the tax collector’s hey- 
day in 1929. 

Third, a whole set of new 
chinery for dealing with depressions, 
including insurance against old age 
unemployment, Government 
work for the unemployed, 
for farmers, loans for 
railroads and banks 
men, protection for 
variety of 


ma- 


and 
financed 
subsidies 
hard-pressed 
and business 
bank depositors and a 
other protections and services. 
WHAT BUDGET OFFERS 

In other words, President Roose- 
velt, offering a budget of outgo and 
income for the Federal Government 
during the period between July 1, 
1937, and July 1, 1938, sees the pros- 
pect of a balance that will be the 
sign that this country has overcome 
its central depression problem—the 
threat of an unmanageable spread 
between outgo and income. 

That balance, in his opinion, will 
be reached on the basis of cash 
expenditures and cash income 
amounting to approximately $7,300,- 
000,000 annually, exclusive of any 
money that may be paid out to cut 


down the debt load. 
Those dollars — about twice as 
many as before the depression—will 


tions between two countries re- 
garding a possible pact, informal 
announcement is to be made that 
such an agreement is under con- 
sideration. Heretofore this an- 
nouncement was made only after 
considerable ground work had 
been laid. 

Also instead of publishing a 
summary of trade between the 
two countries, leaving the Amer- 
ican producer to guess whether 
his product might be involved, 
the department will publish a 
list of those products which are 
within range of consideration. 
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Spending and Taxing Policies Mean Permanent 
Changes in Management of National Affairs 


| 
| 
| flow out of the pockets of one por- 
| tion of the public and into the pock- 

ets of another portion of the public, 
performing a variety of functions 
and causing a wide variety of reac- 
tions as a result. About half of them 
are dollars that the President hopes 
will serve as balance wheels to keep 
the country on an even keel and 
free from the wide swings that gave 
it a boom in 1929 and a panic in 


1933. 
| GAINS FOR NATION 
His survey of the period from 


March, 1933, through to July, 1938, 
shows the public coming out of the 
depression with the following pos- 
sessions not previously held: 

1. A new dollar, worth 60 per cent 
as much in gold as the pre-depres- 
sion dollar. By clipping 40 cents 
from the dollar’s former gold value 
the Government realized a profit of 
$2,800,000,000, two billion dollars of 
which still can be used to cut down 
| the 35 billion dollar debt load. 

2. A program of oid age insurance 
and unemployment insurance that 
will cost $835,000,000 during the next 
year and will rise gradually to a cost 
of more than $3,000,000,000 annually. 

3. A program of jobs for unem- 
ployed persons who are capable of 
working, to cost a minimum of $1,- 
537,000,000 for the next fiscal year, 
unless industry should absorb large 
numbers of those now out of work. 

4. A program of subsidies for 
farmers, including payments for 
building up soil and the promise of 
assistance to tenants who want to 
become farm owners, amounting to 
more than $500,000,000 each year. 

5. A program of public works, of 
water power development, of sub- 
sidies for building houses for low- 
income families, costing more than 
$500,000,000 each year. 

6. A program of outdoor work for 
several hundred thousand young 
men, members of families of the 
unemployed — CCC camps — costing 
approximately $300,000,000 a year. 


THE DOLLAR COSTS 

When these are added up it is dis- 
covered that during the depression 
an annual expense load of more 
than $3,500,000,000 has been added 
to the back of Mr. John Q. Public, 
who discovered at the start that his 
total Federal debt load would stop 
at about 35 billion dollars. The fig- 
ures disclose that his debt load will 
become no heavier because his an- 
nual tax load will be increased. 

The official ngures—with pay- 
ments for debt retirement and for 
the soldiers’ bonus excluded—show 
the following course for tax receipts 
and Federal Government expendi- 
tures during the five fiscal years for 
which President Roosevelt has sub- 
mitted budgets: 





Total Total 
Receipts Expenditures 
in Millions in Millions 
1934 .. P $3,116 $6,745 
1935 eee 3,942 6,944 
1936 eee 4,115 6,803 
eer ° 5,828 7,512 
TOE csnsee 7,294 7,294 
These figures disclose that the 
Government in Washington has 


been reaching out to take more and 
more dollars from the pockets of the 
people to pay for the subsidies and 
the experiments and the operating 
expenses of the Federal machine. 


RISE IN RECEIPTS 

Receipts since 1934 have risen un- 
til those estimated for the 1938 fis- 
cal year are more than double those 
of the first fiscal year when Presi- 


dent Roosevelt was in office. That 
rise is due to two factors: (1) Lo 
greater business activity, which 


means larger revenue from income 
and from excises; (2) To new style 
taxes and to higher rates on old 
taxes, 

For example: 

Taxes on individual and corpora- 
tion incomes amounted to $1,426,- 
000,000 in the 1936 fiscal year. They 
are supposed to rise to $2,372,000,000 
in the present fiscal year and then 
to $3,365,000,000 in the next fiscal 
year—an increase of nearly two bil- 
lion doilars in three years. Part of 
that increase is due to more active 
business, but the experts attribute 
the greater part of it to the new tax 
on the undistributed portion of cor- 
poration earnings, which is forcing 
corporation profits out to be taxed 
as individual income in the hands of 
stockholders. 

Also, pay roll taxes, which were 
non-existent in the last fiscal year, 
are counted on to yield $775,000,000 
in the next fiscal year. 


EXPENDITURES UP TOO 

But what of expenditures? 

Here the official figures — minus 
debt retirements and soldiers’ bonus 
—show a tendency toward increase, 
but one that is less rapid than the 
increase in tax receipts. They also 
show that henceforth the normal 
cost of government is unlikely to fall 

| below seven billion dollars annually 








and more likely will increase much 
beyond that amount owing to in- 
creased cost of social security pro- 
grams. 

The cost of the regular depart- 
ments of government has increased 
steadily during this period, while the 
cost of recovery and relief has fallen 
gradually. This reflects the trans- 
fer of emergency enterprises into a 
place in the permanent establish- 
ment. 

Figures that show this transition 
and the gradual disappearance of 
the Federal Government deficit are 
as follows: 

Recovery and 
Relief Spending Deficit 


1934 . $4,004 $3,830 
1935 .... 3,799 3,002 
1936 ..0. 3,658 2,688 
1937 ..06 2,816 1.684 
1938 1,853 0,000 


Thus, while the expenses of regu- 
lar government establishments have 
been rising, revenue has been ris- 
ing more rapidly and expenditures 
for relief and for emergency recov- 
ery activities have been falling 
gradually. 

The result can be a balanced bud- 
get in the year beginning next July 
1, if tax revenues come up to es- 
timates, if President Roosevelt is able 
to prevent Congress from voting ex- 
penditures larger than he proposes, 
and if industry employs part of the 
workers now on relief rolls. 

When and if outgo and income 
reach a balance Mr. Roosevelt will 
proclaim that his policy of spend- 
ing for recovery has borne fruit. 

That raises the question: 

Has the 14 billion dollars of debt 


piled on the back of the public since 
March 3, 1933, in an effort to prime 
the pump of industry and to gener- 
ate recovery, justified itself from 
the point of view of the average cit- 
izen? 

Conflicting answers are given to 
that question. 

Opponents of the Administration 
assert that the President has yet to 
show the country a real budget bal- 
ance and until he does his spending 
program will involve grave dangers 
to the country’s credit. 


But those who proposed the 
spending program and now are con- 
vinced that it will be brought to a 
successful conclusion with a balance 
in the Federal budget, contend that 
John Public has more than gotten 
his money’s worth from the experi- 
ment. 


First, they point out that the 14 
billions of added debt is not all a 
burden on the shoulders of taxpay- 
ers. They point to one billion dol- 
lars of cash in the Treasury till, two 
billion dollars of gold and cash in 
the stabilization fund and nearly 
four billions of collateral held 
against loans—nearly all of which 
is expected to pay out. 

As Mr. Roosevelt said in transmit- 
ting his budget message to Congress 
on January 8: 

“The fiscal plans of the Federal 
Government for these four years 
have been formulated with two ob- 
jectives in mind. Our first was to re- 
store a successful economic life to 
the country, by providing greater 
employment and purchasing power 
for the people, by stimulating a 


IN GOVERNMENT + 


more balanced use of our productive + a powerful weapon to combat the 


capacity, and by increasing the na- 
tional income and distributing it on 
a wider base of prosperity. Our sec- 
ond was to gain new advantages of 
permanent value for the American 
people. Both of these obiectives can 
be accomplished under a sound fis- 
cal policy.” 


SPENDING FOR RECOVERY 

The economists who shape the 
basic spending policies on which the 
President’s program has been built, 
say: 

“In the past six months there have 
been encouraging signs that the re- 
covery movement is beginning to 
progress to a point where it can 
proceed under its own momentum. 

“The magnitude of private indus- 
try spending, however, is as yet 
comparatively small, both in rela- 
tion to such expenditures in the 
1920’s and in relation to the cur- 
rent volume of saving. While the 
need for the Government’s net con- 
tribution to the increase in the na- 
tional income is diminishing, there 
is no assurance that it can be dis- 
pensed with entirely at this time. 
It would, in other words, entail grave 
risks of imperiling the progress 
of the recovery movement either to 
cut expenditures abruptly or to im- 
pose heavy taxes of a kind that de- 
crease the buying power of the low 
income groups.” 

Of the general plan of spending 
for recovery these economists say: 

“The program has worked out 
surprisingly well to date. 

“Dangerous as it was for the Goy- 
ernment to embark upon a spend- 
ing program financed by borrowing 
in the past three years, it may be 
held that it was even more dan- 
gerous not to have embarked on this 
course. 

“If the program can be brought 
to a successful conclusion—and the 
prospect now appears reassuring— 
we will have acquired knowledge of 


evils of economic instability in the 
future.” 

(Turn to Page 12 for text of Presi- 
dent’s Budget Measure and to Page 
16 for discussion of future plans for 
Government borrowing.) 








Even toughest beards 


No beard is too thick or wiry for the 
Schick Shaver even though it grow 
in the tenderest skin. When the 
old, blade-calloused skin has been 
replaced by skin of a natural texture 
(about three weeks is necessary) 
then a quick clean shave is a matter 
of minutes. There are no blades in 
the Schick. It cannot cut nor scrape 
you. You use no lather-—no prepa- 
ration whatever. (Price $15.) 

Any Schick dealer will demon- 
strate one for you. If no dealer is 
near, write to Dept. P. 


SCHICK DRY SHAVER, INC., STAM- 
FORD, CONN. Western Distributor: 
Edises, Inc., San Francisco. In Canada, 
Henry Birks & Sons, Ltd., and other 
leading stores. (Canadian price, $16.50.) 


SCHICK SHAVER 
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motor repair.) 





Gulfpride has helped crack more than a dozen 
major records on Jand, water, and in the air— 
has surpassed every known specification for 


motor oil, including those of the U. S. Army 


THE WORLD’S FINEST MOTOR OIL - 


N a highly competitive industry, all the leading 

products must be extremely good. That is why it 

seldom is possible to say of any of them — “This 
is the best. This stands alone.” 

Yet strangely enough, in one of the most competi- 
tive industries of all—motor oils—this can be said. For it 
is a fact that Gulfpride is the finest motor oil in the world! 

Gulfpride comes closer to banishing engine wear 
* than you ever believed possible. (Gulfpride users have 


driven as far as 100,000 miles without needing a single 


Gulfpride virtually eliminates the formation of car- 
bon. (This has been proved in test after test.) 

Gulfpride, say motorists, is the most economical oil 
they have ever used. (They have driven as far as across 


the continent without having to add a single drop of oil!) 
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and Navy—has flown a total of more than 32,000,000 


passenger miles in the motors of Eastern Air Lines’ 


Great Silver Fleet! 


It has won these honors and stands on its lone pedes- 
tal, because the 100° Pennsylvania crudes from which 
Gulfpride is made are refined by the Alchlor process — 
developed, patented and used exclusively by Gulf. 

What does the Alchlor process do? It takes an already 
highly-refined motor oil—an oil you would be glad to pay 
a premium price for—and removes 20° of its volume 
—containing carbon-forming, sludge-producing waste. 

The Alchlor process, in short, starts where others stop! 

And Gulfpride Oil is the only motor oil in the world 
made by the Alchlor process, That is why it stands alone. 

Gulf dealers from Maine to Texas now have Gulfpride. 


It costs 35¢ a quart (includes Federal tax only). Try it. 


Refining Company. 


GULFPRIDE 


100% PURE PENNSYLVANIA - 


We believe a single filling will clearly demon- 
strate to you that it is the finest oil you can put 


in your car. Gulf Oil Corporation... Gulf 


IN SEALED CANS 
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Debut and First Law 


Of 75th Congress 


LEGISLATIVE wheels of the Fed- 

eral Government start turning 
again as the new 75th Congress 
buckles down to its task of grinding 
out laws for the nation. 


Out of the first week’s deliberations emerged one 
new law—a piece of emergency iegislation spon- 
sored by the Administration placing a mandatory 
embargo on shipments of war materials and war 
implements to Spain. 

Thousands of bills and resolutions—proposed new 
laws—were introduced in both Houses to be re- 
ferred to appropriate committees for consideration 
in accordance with usual ‘legislative procedure. 
They covered a wide range of subjects and would 
affect almost every activity of our national life 
if enacted into law. Many of the measures were 
bills which failed of action at the last session and 
were being reintroduced. 

Senator Guffey’s measure to regulate the bi- 
tuminous coal industry becomes Senate Bill No. 1. 
This is the modified bill which the Pennsylvania 
Senator offered at the last session to take the 
place of the Guffey Act which the Supreme Court 
outlawed because of its labor provisions. 

House Bill No. 1 also is designed to improve the 
conditions of workers. It was introduced by Rep- 
resentative Louis Ludlow, an Indiana Democrat, 
and would create a Federal Industrial Commission 
to aid in the stabilization of employment. 


PRESIDENT’S ANNUAL MESSAGE 

Appearance of President Roosevelt on Wednes- 
day before a joint session of the two Houses to 
read in person his annual message “on the State of 
the Union” was the high spot of the week in Con- 
gress. The Constitution says the President “shall 
from time to time give to the Congress information 
of the state of the Union, and recommend to their 
consideration such measures as he shall judge 
necessary and expedient.” A colorful account of 
Mr. Roosevelt’s appearance before Congress will be 
found in “The President’s Week” on Page Six. 

It was President Wilson who established the 
precedent of delivering the annual message to Con- 
gress in person. Succeeding executives have fol- 
lowed this precedent but Mr. Roosevelt is the first 
President to confine his address largely to a gen- 
erai outline of his purposes, giving most of his 
Specific recommendations in subsequent messages. 

The budget message, sent to Capitol Hill on Fri- 
day, was the first of the year. An analysis of 
this document will be found on Page Three. An- 
other message, scheduled to go up on Tuesday of 
this week, will relate to a proposed reorganization 
of government departments. 


CHANGES UNDER 20TH AMENDMENT 

Another interesting “first” due to the Twentieth 
(Lame Duck) Amendment. This is the first time a 
Congress elected in the preceding November has 
taken office before the President elected at the 
same time and the first time a President has de- 
livered his annual message to a new Congress with- 
in a fortnight of the expiration of his term. 

It makes no difference this time, since Mr. 
Roosevelt is succeeding himself, but if Governor 
Landon had been elected and there had been a 
corresponding upheaval in Congress the President 
might have found himself making recommenda- 
tions he knew were not likely to be carried out. 

Probability of such a situation arising in the fu- 
ture caused Mr. Roosevelt to suggest in his mes- 
sage that the President in every fourth year should 
leave specific recommendations for legislation to 
the incoming President. 


THE DEMOCRATIC CONTROL 


Both houses of the new Congress are, of course, 
preponderantly Democratic. After all members had 
declared their party allegiance at the opening ses- 
sion, the count stood: Senate: Democrats 75, Re- 
publicans 16, Farmer-Laborites 2, Progressives 1, 
Independents 1, and vacancies 1. House: Demo- 
crats 333, Republicans 88, Progressives 8, Farmer- 
Laborites 5, and vacancies 1. 

Sixteen Senators and 95 Representatives are 
serving their first terms, although several of the 
new Senators previously have seen service in the 
House. There are one woman Senator and five 
women Representatives, showing man domination 
in Congress is greater even than that of the Demo- 
crats. 

Congress held another joint session on Wednes- 
day just an hour before the two Houses assembled 
in the hall of the House of Repersentatives to hear 
the President. It was the formal meeting required 
by the Constitution for opening the certificates of 
the several States and counting the votes of the 
electors for President and Vice President. Vice 
President Garner presided. 

After the tellers’ count showed that Franklin D. 
Roosevelt, of New York, and John N. Garner, of 
Texas, had received 523 votes each, as against 8 
votes for Alfred M. Landon of Kansas, and Frank 
Knox of Illinois, the two first named were formally 
declared elected to the offices of President and Vice 
President, respectively, each for the term begin- 
ning the 20th of January, 1937. 


HOUSE ELECTS ITS OFFICERS 


Since all of the 435 members of the House are 
elected for each Congress all its officers have to 
be elected at its first meeting. Representative Wi!- 
liam B. Bankhead, Alabama Democrat, was elected 
again to the Speakership which he held for a short 
time at the last session after Speaker Byrns’ death. 

Just as a matter of torm the Republicans placed 
Representative Bertrand H. Snell of New York, in 
nomination for Speaker, and the Farmer-Labor 
Progressive party’s conference named Representa- 
tive George J. Schneider of Wisconsin. 

At a party caucus held the day before Congress 
opened, Mr. Bankhead was the unanimous choice 
o: the Democrais for Speaker while Representative 
Sam Rayburn of Texas was chosen as majority 
leader over Representative John J. O’Connor of New 
York, who will continue to act as chairman of the 
important Committee on Rules. The Republican 
caucus again selected Mr. Snell to lead their scat- 
tered forces in the House. 








A GENERAL view of the scene in the chamber of the House of Repre- 

sentatives at the Capitol in Washington, as President Franklin D. 
Roosevelt personally delivered his message to members of the 75th Con- 
gress, assembled in joint session, The President’s message on the “state 





A “PERSONAL APPEARANCE” FOR AN ANNUAL MESSAGE 


—Underwood & Underwood 


of the union,” delivered an hour after his formal reelection by the 
counting of the Electoral College votes, drew prolonged cheers from Ad- 
ministration suporters when he called on the judicial branch to join with 
the legislative and executive branches in the march to social progress. 











Congress Debates How to Keep America Out of War 


[N A RACE with arms exporters 

shipping airplanes and munitions 
to Spain, Congress hastily Jan. 6 
passed a resolution plugging a hole in 
the 1936 Neutrality Act. The resolu- 
tion will prevent such shipments to 
either side in Spain's civil war. Chief 
opposition in debate was to the pro- 
posal to limit application of the reso- 
lution only to Spain instead of making 
it apply generally to all possible civil 
wars. But on roll calls the resolution 
passed the Senate, 80 to 0, and the 
House by a vote of 406 to 1. 

Excerpts from debate in the Senate, 
where the resolution was brought in 
by Senator Key Pittman (Dem.), of 
Nevada, chairman of the Senate For- 
eign Relations Committee: 


SENATOR PITTMAN: The reason 

for presenting this matter as one 
of emergency is that our neutrality 
law has been held to apply only to 
a war between two foreign countries, 
and toa civil war. The legal branch 
of the State Department in honesty 
has so held, and two licenses have 
been granted to export airplanes 
and airplane parts to Spain. 
This practice should stop. There was 
a far less dangerous situation in 
1914, which resulted in a World War 
into which we were dragged. . 

SENATOR CLARK (Dem.) of Mis- 
souri: It seems to me that there 
would be very great advantage if 
the matter could be accomplished 
by an amendment to the general law 
in such a way as not to single out 
one particular nation where one gov- 
ernment exists which has already 
been recognized by the United 
States, singling out one nation, 
rather than enacting general legis- 
lation to apply to all nations. 

SENATOR PITTMAN: It was the 
thought by those considering this 
draft that there were some Senators 
who would rather limit the measure 
to one nation than have it apply to 
all the nations of the world, and I 
yielded.... 

SENATOR VANDENBERG (Rep.) 
cf Michigan: Mr. President, I de- 
sire to associate myself definitely 
and specifically with the observa- 
tions submitted by the able Senator 
from Missouri.... 

SENATOR NYE (Rep.) of North 
Dakota: I should like to point out 
that although our embarrassment 
was directly occasioned by this lone 
American dealer in second-hand 
munitions of war, the supplies with 
wh'‘rh that dealer is involved at the 
present moment are casts-offs of our 
own American military establish- 
ment, sold at public auction to this 
type of American . who has said 
in effect, “The poiicy of the Gov- 
ernment be damned.” If the 
United States would nationalize the 
munitions industry . . we should 
be able to avoid experiences of the 
present kind. . 

Now, however, the question arises 
as to other matters.... What are 
we going to do if next week, or the 
following week, Great Britain and 
France make up their minds that 
since other powers in Europe are 


| 
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arming one side in Spain, it is only 
fair to arm the other side, and there 
is a chance of our expediting and 
speeding the end of the difficulty 
there by selling arms to the loyalist 
forces in Spain. ... Are we going to 
rescind the action which we now 
take? ... 

SENATOR PITTMAN: I am not 
only astonished but disappointed at 
tio character of the argument made 
by the Senator from North Dakota 
and by his insinuations. ... I resent 
the complicated, ambiguous, verbose 
insinuations of the Senator from 
North Dakota, who assumes to him- 
self to be a peace advocate.... 

SENATOR NYE: I wish we could 
do this job by writing an embargo 
policy that would apply automati- 
cally to every country when trouble 
like that in Spain may come any- 
where upon the earth. . . . Is it not 
fair for us to undertake today to 
say that if we do this thing in one 
instance we shall do it in all 
others? . 

SEN..TOR PITTMAN: It must be 
apparent to the Senator from North 
Dakota that this Government does 
not desire to interfere with the or- 
deriy course of business in this coun- 
try by reason of any little sporadic 
uprising in Mexico or any South 
American country or in China. It 
must be such an internal war or 
strife of civil war as would reach a 
stage of magnitude involving the 
possession of large territory, the as- 
s. ‘tion of government, interference 
with outside parties, and threaten- 
in; our peace. 

x * * 
EBATE in the House, where the 
resolution was in charge of Rep- 
resentative Sam D. McReynolds 
(Dem.) of Chattanooga, Tenn., chair- 
man of the House Foreign Affairs 
Committee, was in part as follows: 


MR. McREYNOLDS: Mr. Speaker, 
an unusual condition now exists, 
which, to my mind, makes it neces- 
sary for this House to take some 
immediate action. ... There is a 
race on between the Congress and 
the people who want to send these 


deadly instruments of warfare to 
Spain to help carry on this car- 
nage. 


MR. MAVERICK (Dem.) of San 
Antonio, Tex.: Last year I stated 
that the resolution we enacted then 
was no good, and times have shown 
this to be true. I now say that this 
one is not either. If we are going to 
have neutrality, let us have it for 
the whole world. We wanted 
neutrality the last time and we did 
nt get it. This is not neutrality, 
it is against neutrality. We are tak- 
ing a stand against a democratic 
government, the parliamentary gov- 
ernment of Spain. .. 

MR, O'MALLEY (Dem.) of Mil- 
waukee, Wis: If it is intended to 
bring about neutrality and stop the 
countries in civil war, why does it 
not say all countries engaged in civil 
war.... Why pick out Spain? 

MR. McREYNOLDS: We are now 
working on a general neutrality law 
-.. Which will cover any condition 
of civil warfare in any country.... 





.Mass: 


At this time, this is an emergency. 
These shipments are being made, 
and what we are trying to do now 
is to stop the shipment by this spe- 
Clal act... 

MR. PIERCE (Dem.) of La Grande, 
Ore: Is it true that these munitions 
are going to friends of democracy in 
Spain? 

MR. McREYNOLDS: They are go- 
ing to both sides, I understand. 

MR. PIERCE: Is it undue haste to 
support the friends of democracy in 
Spain? 

MR. CONNERY (Dem.) of Lynn, 
Mass: Suppose some of those ship- 
ments are consigned to Germany 
and they are to go to Spain. What 
about that? 

MR. McREYNOLDS: This resolu- 
covers that. It...says “any neutral 
country.” ... 


MR. HILL (Rep.) of Prosser, 
Wash: I am in hearty sympathy 
with this kind of legislation, but 


why not make it general?... 

MRS. ROGERS (Rep.) of Lowell, 
Is it not true that the Ad- 
ministration could have refused to 
issue a license for the shipment of 
these airplanes to Spain? 

MR. McREYNOLDS: They had no 
legs! right to refuse.... 

MR. SAUTHOFF (Prog.) of Madi- 
son, Wisc: I do not want to hurt 
anyone’s sensitive feelings in this 
maiter, but it is the fault of the 
committee that we are in our present 
predicament and that the Govern- 
ment of this country finds itself un- 
able to act, because of the blunder 
that was made by the committee 
bringing it in under suspension of 
the rules, prohibiting us from plac- 
ing any amendments on it. Now, 
that blunder is to be repeated by this 
type of hasty, ill-considered, ill-ad- 
vised legislation. ... Why was not a 
rule brought in yesterday? We were 
here. He had nothing else to do. 
We adjourned early. ... Why were 
we not advised as to what this reso- 
lution was to be, and an opportunity 
given to have it printed so that we 
might read it and consider amend- 
ments? We are forced to debate 
this subject without any copies of 
this resolution. ... 

MR. KLOEB (Dem.) of Celina, 0: 
I trust that this resolution passes 
without amendment, to save the 
necessity of conference with the 
Senate. Its passage today is impera- 
tive 

MR. AMLIE (Prog.) of Elkhorn, 
Wisc: As the resolution stands at 
the present time it-is an unneutral 
act. It constitutes an unfriendly 
act toward a government that is 
friendly to the United States....I 
have been struck the last few weeks 
by the fact that members of this 
body and members of another legis- 
lative body, who have not distin- 
guished themselves by their efforts 
in behalf of neutrality legislation, 
have been quoted by the press as to 
what they would do to prevent ship- 
ments of arms from this country to 


the regularly constituted govern- 
ment of Spain. These people are 
not, interested in maintaining the 
neutrality of the United States. 


These people are pro-Fascist, and 


they would like to have the United 
Staies take a stand that would help 
the Rebel-Fascist forces of Spain.... 

MR. FISH (Rep.) of Garrison, 
N. ¥: Mr. Speaker, there is no dis- 
position on the part of the Repub- 
lican minority to delay, obstruct, or 
hamper the majority in the passage 
of this bill.... We as a minority re- 
gret that it is necessary for the 
House of Representatives to rush 
through legislation of this impor- 
tance without adequate debate... . 
One of the worst things that hap- 
pened in the last Congress was the 
fact that the important neutrality 
bill was brought up for considera- 
tion in the House of Representatives, 
which is supposed to be a great de- 
liberative body, and jammed through 
under a “gag” rule which provided 
for only 20 minutes’ debate on each 
Side, with no right to amend. . 

MR. CREAL (Dem.) of Hodgen- 
ville, Ky: There has been a galaxy 
of splendid gentlemen voicing their 
opposition today, and I wondered 
whether or not they felt like they 
were sitting on a jury passing on the 
lives of men and women they never 
Saw and of whose quarrels they 
have no part....I wish I could pre- 
sent to these men the picture of all 
the legless and armless men, the 
widows and orphans, and the fu- 
neral processions that will be the re- 
sult of these $9,000,000 worth of 
bo:nbs dropped upon them.... 

MR. MAVERICK: That is a lot of 
nonsense. ... reference to “dilatory 
tactics” is silly. This is a parlia- 
meltary government. ... We know 
that the President has tremendous 
power, that the Democratic Party 
has tremendous power, too. Let us 
see that we use this power in a dem- 
ocratic way. Let me say to the 
leacers of the Democratic Party tnat 
we have not passed any bill taking 
the profits out of war. We have 
made a failure of that, and we might 
<3 well face the country with it.... 

MR. LUDLOW (Dem.) of Indian- 
apolic, Ind: I call the gentleman’s 
attention to the fact that the Demo- 
cra‘ic national platform adopted in 
Philadelphia contains a very for- 
ward-looking plank on this sub- 
ject. 

I join my distinguished friend from 
Texas [Mr. Maverick] in his lamen- 
tation over the fact that though 
the Democratic party, to which 
he and I belong, has been in full 
power and lord of all it surveyed 
for four years, it has done nothing 
to take the profit out of war: but I 
have high hope that under the in- 
centive and impulse of the Phila- 
delphia platform we shall make our 
amends to the people of this coun- 
try by adopting and starting on its 
way to ratification a constitutional 
amendment to take the profit out of 
war. ...My proposed constitutional 
amendment also provides for a na- 
tion-wide referendum before war 
can be declared, the only exception 
being in case of attack or invasion. 

MR. MAVERICK: We have so far 
failed; let us make a success—and 
enact effective legislation on that. 
... We have been letting the Ameri- 
can people live on promises. 
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Newsgraica 


Legislative Program 
As Leaders Plan It 


IRST regular business of the new 

Congress, under a program decided 
on Thursday by Administration lead- 
ers, will be legislation to continue 
lending activities of a group of emer- 
gency government agencies for two 
and a half years and to extend for the 
same period the President's discre- 
tionary powers over money. 


Passage by Feb. 1 is the objective for three bills, 
already started on their way through the legislative 
mill, which cover these subjects. The three meas- 
ures provide: 

Extension until June 30, 1939, of the lending au- 
thority of the RFC, the Commodity Credit Cor- 
poration, the Export-Import bank and the RFC 
mortgage corporation, the Electric Home and Farm 
authority, whose right to advance money expires 
soon, with discretionary power to end their lend- 
ing activities whenever the President deems suf- 
ficient private credit available. 

Extension to the same date of the President’s 
discretionary power to devalue the dollar and con- 
tinuation of the two billion dollar stabilization 
fund. 

Extension to the same date of authorization for 
issuance of Federal Reserve notes against Gov- 
ernment securities. 


WHAT PRESIDENT ASKED 


The President, in his message, asked Congress to 
give “immediate consideration” to three things, 
first, measures extending the life of certain au- 
thorizations and powers expiring within a few 
weeks, second, an addition to the neutrality act to 
cover the Spanish situation, and third, a deficiency 
appropriation bill which he said he would submit 
later. 

The three bills take care of the first item, the 
neutrality resolution which became law when the 
President signed it on Friday, disposes of the sec- 
ond, and probable speedy appropriation of $790,- 
000,000 to take care of relief needs until July 1, will 
complete compliance with Mr. Roosevelt’s request. 

Congress also is expected to comply with the 
President’s request, made in his budget message, 
to make permanent the Civilian Conservation 
Corps, which goes out of existence, under present 
law, on March 31. 


THE NEUTRALITY LAW 


The present Neutrality Act expires on May 1 
and a new law is likely to be enacted before that 
date. One bill being prepared for early introduc- 
tion by a group of several Senators would make it 
mandatory for the President to embargo shipments 
of war materials to belligerents. It also would make 
trade with belligerents at the traders’ own risk. 
The Administration is opposed to a mandatory bill 
and is expected to have its way although the list 
of articles to be embargoed in event of war prob- 
ably will be extended. The new law also will cover 
civil strife as well as war between nations. 

Another expiring law which probably will be ex- 
tended by Congress gives the President power to 
negotiate reciprocal trade treaties with other na- 
tions under which the tariff on certain imported 
items may be reduced as much as 50 per cent. 
Present law expires on June 12, 


OTHER LAWS PROPOSED 


Other measures which will receive considera- 
tion at this session, although not certain of pas- 
Sage, provide: 

Issuance of Federal licenses for corporations, 
(Sponsored by Senator O’Mahoney.) 

Permitting States to refuse entry to goods manu- 
factured by labor working more than 30 hours per 
week. (Sponsored by Senator Black.) 

Permitting States to ban goods manufactured by 
child labor or by employes working more than 30 
hours a week. (Sponsored by Senator Schwellen- 
bach.) 

Regulating the bituminous coal industry. 
sored by Senator Guffey.) 

Housing and slum clearance. 
ator Wagner.) 

Setting up a Federal corporation to make low 
interest rate loans to tenant farmers for purchase 
of land. (Sponsored by Senators Bankhead and 
McKellar in different bills.) 

Crop insurance along the lines reported to be ap- 
proved by the Administration. (Sponsored by Sen- 
ator Pope.) 

Revision of the food and drug law. (Sponsored by 
Senator Copeland.) 


CONSTITUTION AND THE COURT 


Submission to the States of a constitutional 
amendment to insure the power of Congress to 
“make laws to regulate agriculture, commerce, in- 
dustry and labor.” (Sponsored by Senator Ashurst.) 

Considerable sentiment seems to exist in both 
Houses of Congress for a constitutional amendment 
to cover Administration objectives in social legisla- 
tion in spite of the President’s statement in his 
message with reference to a broader interpretation 
of the Constitution being needed rather than 
amendment. 

Both Senator Robinson, Administration leader in 
the Senate, and Speaker of the House Bankhead 
had come out for constitutional amendment to reg- 
ulate wages and hours before the President deliv- 
ered his address. Afterward, Mr. Bankhead said he 
hoped a way could be found to achieve the Presi- 
dent’s objectives without an amendment, but he 
doubted if it could be done with the present per- 
sonnel of the Supreme Court. 

“Iam an old friend of the President, but I have 
my own ideas,” said Senator Ashurst. “I am going 
ahead with my amendment.” 

Asked if he believed the President desired a re- 
striction of the power of the Supreme Court, which 
some observers at the Capitol interpreted his ad- 
dress to mean, Senator Ashurst said: 

“I do not know, but I am opposed to that. I am 
not going to vote for any bills to give Congress the 
judicial power. We will do well enough to stick to 
our legislative duties.” 


(Spon- 
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DONALD R. RICHBER 








Donald R. Richberg 


Former Administrator of the NRA | 


And Executive Director of the 
National Emergency Council 


answers: 


N my opinion the Federal Govern- 

ment has at the present time the 
constitutional power to prevent un- 
fair competition through the pay- 
ment of starvation wages and 
employment of workers for exces- 
sively long hours, to the same ex- 
tent that it has the accepted power 
to prohibit other forms of unfair 
competition in commerce among 
the several States. 

So far as unfair competition is a 
matter of only local concern, the 
power of regulation is found in the 
police power of the States. So far 
as such regulation is necessary to 
protect and to promote interstate 
commerce, the power rests with the 
Federal Government. 

If the power of the Federal Gov- 
ernment to regulate commerce 
among the several States is eventu- 
ally narrowly restricted by judicial 
interpretation of the commerce 
clause, or of the due process clause, 
it may be necessary to seek a Con- 
stitutional amendment to confirm 
that power of the Federal Govern- 
ment, which (in accordance with 
many opinions of high authority 
with which I agree) the Federal 
Government already possesses. 

But I am not yet convinced that 
the Supreme Court in a few divided 
opinions and the decision of a few 
specific cases has closed the door to 
the exercise of regulative powers 
which in a long line of previous de- 
cisions have been found to be vested 
in the Federal Government. 

It is no criticism of the Supreme 
Court to point out that it has fre- 
quently modified its opinions in re- 
sponse to both changing conditions 
and changing views of the law. 

There is no disrespect for the 
Court in the suggestion that several 
of its recent opinions may have been 
given a sweeping application not in- 
tended by the Court and that fu- 
ture opinions may give renewed vi- 
tality to Federal powers which today 
may seem to have been devitalized. 





Senator Ashurst 
Democrat, of Arizona, Chairman 
Of the Senate Judiciary Committee, 


answers: 


(In reply Senator Ashurst au- 
thorized use of the following ez- 
cerpts from his remarks in the 
Senate June 8, 1936, when he in- 
troduced a proposed amendment 
to the Constitution granting to 
Congress the power to make laws 
“to regulate agriculture, com- 
merce, industry and labor.” His 
proposal failed of enactment in 
the 74th Congress.) 


ALTHOUGH trade and commerce 
~~"and economic pressure had their 
not insignificant part in establish- 
ing the American Government, it 
cannot be said that the object of 
the founders of our Government 
was to guarantee the economic in- 
dependence or economic security of 
the individual citizen. 

The purpose, plan and structure 
of our Government as originally es- 
tablished was that, while the Gov- 
ernment protected the citizen’s civil 
liberty, he must earn his own sub- 
sistence by the exercise of industri- 
ousness, frugality, zeal, prudence, 
intelligence, and honest business 
methods. 

It was not until about the begin- 
ning of the present century, coinci- 
dent with the enormous expansion 
of industry, that the Government 
began to make gestures toward as- 
suring the citizen that he might be 
free from penury in his old age. 


AGE OF SIMPLE LIFE 

During the first 105 or 110 years 
of our national life the citizen was 
left to his own resources and to his 
own devices to smite the obdurate 
face of nature and carve out a for- 
tune or to earn a subsistence if he 
could. 

If he found himself penniless, the 
State did not concern itself with 
that fact. If he could not earn a 
living, his alternatives were to die a 
pauper or depend upon charity or 
the bounty of friends or kinsmen. 

No plan of Government or scheme 


[Continucd on Tage 17.] 
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‘SHOULD CONSTITUTION BE 
REGULATION OF WAGES AND HOURS IN INDUSTRY? 


AMENDED TO PERMIT 








Congress power to enact legislation limiting 
hours and fixing minimum wages in industry? 

The statement of Senator Robinson, majority 
leader, Jan. 2, proposing such an amendment, and 
the President’s declaration in his message on the 
State of the Union asking for a broader interpreta- 
tion of “our fundamental law” brought this ques- 


| SHOULD the Constitution be amended to give 
| 


week, 


tion to the fore as the 75th Congress convened last 


Because of the importance of the issue in the 
new Congress The United States News has in- 
vited a number of persons prominent in national 
affairs to give their opinions of Senator Robin- 
son’s proposal and other problems related to the 
question of an amendment. 

Replies received are given on this page. 





Silas H. Strawn 


Former President, American Bar As- 


sociation, and Former President, 
Chamber of Commerce of the 
United States, 
answers: 


ANSWERING your telegraphic re- 
~~ quest for an opinion on pro- 
posed constitutional amendment to 
limit hours and provide minimum 
wages, I submit neither the Federal 
nor State governments should have 
this power. 

To produce a maximum volume of 
business, employment and wage 
standards must be suited to the re- 
quirements of each industry. Stand- 





ards must be flexible enough to | 


meet the needs of individual enter- 
prise within the industry as well 
as the needs of diverse industries. 
Inflexible statutory restrictions 
| on hours of work and wages 
throughout all flelds of business 
would result in lessened produc- 
tion, prejudice our manufacturers 
in competition with foreign pro- 


ducers and greatly reduce numbers | 


of workers producing goods for ex- 
port, lower standards of living, di- 
minish security for the worker and 
increase unemployment. 

Shorter hours and higher wages 





—Wide World 
SILAS H. STRAWN 





cannot make for prosperity unless 
consumer demand is strong enough 
to meet the increased cost of pro- 
duction. This cannot be accom- 
plished by law. 


| 


The people of the several States | 


instead of the Federal Government 
should have the right to determine 
the wisdom or necessity of govern- 
mental regulation of labor rela- 
tionships. If the Congress adopts 
a resolution proposing unwise con- 
Stitutional amendment providing 
for limitation of hours and mini- 


Earl F. Reed 


Of Thorp, Bostwick, Reed and 
Armstrong, Attorneys-at-law, 
Pittsburgh, Pa., 


answers: 
THINK the complexity and div- 
ersity of American industry 


would make the regulation of hours 
and wages by Federal bureaus most 
difficult and unsatisfactory. 

The division of the country into 
zones and the classification of in- 
dustries on different wage bases 
would make the prosperity of any 
particular section depend largely 
upon its political power and not 
upon its natural advantages. In 
addition, legislation which would 
permit arbitrary action by adminis- 
trative boards in fixing hours and 
wages would be very detrimental 
to industry and would thereby con- 


tribute to the insecurity of the 
workmen. 
I think the immediate effect 


of such an amendment would be a 
[Continued o.: Page 17.] 


mum wages its ratification should 
be left to constitutional conventions 
rather than to State legislatures. 


“national income, and to give to a 


George L. Berry 


Coordinator For Industrial 
Cooperation and President of the 
International Printing Pressmen and 
Assistants’ Union 


answers: 


THE proposal of Senator Robinson 

for a Constitutional Amendment 
to provide for establishment of mini- 
mum wages and maximum working 
hours for labor is interesting, inas- 
much as it represents a type of 
thinking which is in a rather con- 
siderable portion of the public mind 
at the present time. 

The control of these elements of 
public welfare is a vital necessity, so 
long as the aim is to broaden out 
the base of national consumption 
through a wider distribution of the 


larger numerical group the benefits 
of the technological and cultural 
advancement of the nation. 

It is apparent that it is the Presi- 
dent’s belief that to expect 48 States | 
to enact simultaneously similar and 
proper legislation by which this 
problem can be adequately met, is to 
expect the impossible. I, personally, 
am prepared to dismiss any thought 
of lodging in the States the respon- 
sibility for regulating these condi- 
tions of labor. | 

The resistance which management 
has shown from time to time to the 
organization of labor, particularly 
where labor seeks to. organize itself 
into crafts which infiltrate through 
a great number of units of any one | 
industry, or into industrial unions | 


where the central agency is an ad- 
ministrative body covering the work- 
ers in a multiplicity of individual 
units in an industry, would indicate, 
I think, that the problem cannot be 
satisfactorily solved through the 
continuance of responsibility in the 
people themselves. | 

I am therefore led to the conclu- | 


sion that if we are to have the eco- 


nomic benefits in this country which 
would flow from an adequate and 
proper regulation of hours and 
wages it can be accomplished only 
by Federal Government action. Per- 
sonally, I am of the belief that the 
Federal Government as _ presently 
constituted has sufficient constitu- 
tional powers to meet the present 
necessities and to enact laws which 
will be sufficiently controlling to 
bring about the benefits to which I 
previously referred. 

I do not know what effect a con- 
stitutional amendment would have. 
It is impossible to make any surmise 


on such a contingency until we know 
the exact phrasing of the constitu- 
tional amendment and what iaws 
would be enacted under its pro- 
visions. If the f'ederal Government 
finds that under the present con- 
stitution it is powerless to act in 
these vital matters, then it may be 
necessary to seek an amendment to 
the Constitution, but until we have 
completely explored the present lim- 
itations, it seems to me unnecessary 
to discuss the possibilities arising 
from a constitutional amendment, 
or the procedure by which such an 
amendment should be made effec- 
tive. 





fast Trains 





. 


without extra fare 


California 


® 
Limited— 


Third in the Santa Fe trio of all-Pullman Califor- 
nia trains, known to transcontinental travelers 
for over forty years, and without extra fare. 


Air-Conditioned. 


Grand Canyon Limited— 


A tine fast train without extra fare. Carries 
Air-Conditioned Standard and Tourist Pullmans, 
Observation car, Club car, Fred Harvey dining 
car and chair cars. Standard Pullmans via 
Grand Canyon and from Chicago to Phoenix. 














This winter's fares — For details phone or call on 
first class, tourist or G. C. DILLARD, Dist. Pass. Agent 
SANTA FER 
coach— are the lowest 302 Franklin Trust Bldg, 
in Santa Fe history. 1500 Chestnut St. at 15th 
867 PHILADELPHIA, PA. 
Phones: Rittenhouse 1464-1466 

















Aromatic tobaccos from the districts 
of Xanthi, Cavalla, Smyrna and Sam- 
soun in Turkey and Greece, the to- 


baccos of richest aroma 


..~ blended with 


Mild ripe home-grown tobaccos — 


Bright tobacco from the Carolinas, 
Georgia and Virginia; Burley tobacco 
from Kentucky and Tennessee; and 
tobacco from southern Maryland 


...and rolled in 


Champagne Cigarette paper of the 
finest quality. This paper, specially 
made for Chesterfield cigarettes, is 
pure and burns without taste or odor. 





For the good things smoking can give you.. 


Copyright 1937, Liccsrr & Myzrs Tozacco Co, 
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The Annual Message; 


Action and Reaction 


HILE Washington waits under 

misty skies, listens to the echoes 
of the President’s two messages— 
one on the State of the Union, one on 
the nation’s budget—the first step is 
taken to withhold American fuel 
from the Spanish conflagration, 
threatening to spread. 


The high spot of the past week, of course, was 
the delivery of the President’s message to the new 
Congress. The ceremony began, much as such oc- 
casions have begun in past four years except 
that there was less of a formal air to the proceed- 
ings. The glaring klieg lights and the grinding 
movie cameras, the microphones sprouting from the 
lectern, all help to make for democracy, perhaps, 
but they tend to rob the gatherings of some of their 
solemnity. The President's gray cutaway gave an- 
other somewhat sportive touch to the affair. 

As usual, the galleries were packed and, thanks 
to the dash of color in feminine attire which fash- 
jon decrees as appropriate to blossoming recovery, 
the crowd made a gay wreath about the spacious 
hall of the House of Representatives. 

Eyes turned naturally to the first row of the 
Executive Gallery on the left, where Mrs. Roose- 
velt sat with her brother, Hall Roosevelt, and 
where, also, less prominently in view, was the wife 
of the Chief Justice of the United States, Mrs. 
Charles Evans Hughes. Her husband and his col- 
leagues were not there. They were assembled in 
their own chambers, across the plaza, and there is 
no record that a radio was turned on. 

The Senate was on hand; the Cabinet filed in 
and took their places in the semi-circle of chairs 
placed in the well. Onry Secretary Swanson of the 
Navy, who had fainted at the Cabinet dinner and 
was still indisposed, and Secretary of State Hull, 
en route from South America, were absent, their 
places taken by Admiral Leahy and Acting Secre- 
tary of State Walton Moore. 


CHEERS MANY AND LOUD 

The President was announced. The applause be- 
gan and continued as the erect and smiling figure 
on the arm of his son and aide, James, advanced 
up the ramp to the Speaker’s desk. The message 
was laid before him and he began to speak. 

There were, according to one meticulous recorder, 
26 interruptions of applause, counting bursts, rip- 
ples and roars. 

The first emphatic outburst came when the Presi- 
dent declared that the broad objectives of the NRA 
were sound, the next when he stated that while the 
statute had been outlawed its problems had not, 
and when he came to his first indirect reference to 
the Supreme Court (which he never mentioned by 
name) and called for a more “enlightened” view 
from “the judiciary” the room rang with cheers. 

There were further demonstrations as he con- 
tinued and once, when he referred to the legis- 
lative powers of Congress, one enthusiastic “atta 
boy!” rose above the cheers of the gratified mem- 
bers. 

So small was the Republican group that Demo- 
crats enfiltered their ranks and when, as is the 
custom, they refrained from demonstration, the 
arms held stiffly at their sides in politic disapproval 
were hardly noticeable among the jubilant forest 
of agitated palms. 

The speech took 30 minutes flat and then the 
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THE CHIEF EXECUTIVE SPEAKS—NEUTRALITY AND 
BATTLESHIPS—A WHITE HOUSE SEMINAR 





cheering did begin. It seemed to be a general jubi- 
lation not merely for the President perhaps, but as 
a result of the reflected confidence and authority 
of his emphatic and assuring pronouncements. 

As one commentator put it, Congress, which had 
prepared a whole sheaf of amendments to the Con- 
stitution, now that the President had indicated 
such a cure was unnecessary, were ready to dump 
into the waste basket and pass bills to their hearts 
content and simply wait and see what happens. 


THE EFFECT OF THE SPEECH 


The meeting broke up informally, Representa- 
tives crowding each other to shake the hands of 
the Senators as they strolled up the aisle, pausing 
to greet friends and newcomers. 

Some of the more conservative commentators ex- 
pressed gratification; not a call to battle, they said, 
but a clear program of action. Conciliatory, pro- 
gressive, cooperative, were some of the adjectives. 
But many of the more ardent New Dealers ex- 
pressed disappointment that there was no clarion 
call for continued reform, while others, at the 
other end of the spectrum, viewed with some alarm 
implications of what they deemed disturbing 
changes in governmental procedure. 

The week began with the President pondering his 
speech. He said goodby to his new secretary-son, 
James, who, with his wife, went off to New York 
after lunch to start their lares and penates on the 
way to Washington. James is now duly installed 
as a member of the secretariat and his arrival has 
made it possible to equalize matters among the 
triumvirate which has been running on two wheels 
since the death of Louis Howe. Formerly Secre- 
tarles McIntyre and Early, while not designated as 
“assistant” secretaries, unofficially were such on the 
pay roll. Now, when son James joins the ranks (not 
until July, officially) all three will march along 
shoulder to shoulder, each a full secretary in title, 
tank and remuneration, which is $10,000 a year. 

Shortly after the always cheerful Sunday night 
supper, this time flavored with the famed wit of 
Alexander Woollcott, Gotham's premier raconteur, 
the President retired to his study and his interlined 
manuscript. 


CHECKMATING COLD GERMS 

Monday he started the day with a slight cold 
and a hearty kiss from his granddaughter, the di- 
minutive Chandler, daughter of Elliot, which for 
hygenic reasons was planted on the back of the 
Presidential neck. 

The list of callers was kept down, for the speech 
was still only in its rough draft stage, but Se- 
curities Exchange Commissioner James Landis 
came and discussed, he said, among other things, 
his “indefinite resignation.” Another New Dealer 
who, when his job is done, may retire again to 
Harvard’s cloistered halls. 

Chairman Marvin Jones, of the House Agricul- 
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THE ONE MILE TRIP OF THE WEEK 
PRESIDENT ROOSEVELT with his secretariat arriving at the Capitol after the one mile 
motor trip from the White House to deliver his annual message to the joint session of Con- 
gress. Left to right: President Roosevelt, Marvin H. McIntyre, Stephen Early and James 
Roosevelt. 





tural Committee, came and was, perhaps, responsi- 
ble for some of the emphasis laid upon the subject 
of farm tenancy in the message. Grist for another 
message, due the coming week, was furnished when 
Louis Brownlow and Luther Gulick of the Presi- 
dent’s Committee on Administrative Management 
called and talked further of their report on reor- 
ganization of Government agencies. 


VISITORS WITH BOMBS 


There were other officials and then a group bear- 
ing bombs. Two of them, of the tear gas variety. 
How they got by the watchful eye of the guards is 
a mystery except that it was pointed out that they 
hadn’t exploded as yet although they had been 
tossed, presumably with that intent, at striking 
hosiery workers by the Pennsylvania police. Secre- 
tary Marvin McIntyre received the union delega- 
tion and assured them that “the Administration 
was sympathetic with any measures to prevent any 
menace to industrial peace.” “Measures” apparently 
referred to the suggestions in a petition brought 


by the workers and not the throwing of bombs. 

Tuesday neutrality was reechoing. A second re- 
quest for a license to ship planes to Spain had 
reached the State Department and a transport 
was feverisly loading its supply in a race against 
Congressional action. Conferences with State De- 
partment officials and with Senator Key Pittman 
of the Foreign Relations Committee were on the 
books. 

In fact, when the press filed in for their confer- 
ence, Senator Pittman was one of the gallery which 
included James Roosevelt. The crowd was large, 
encouraged by the last meeting in the hope of more 
fireworks. They were disappointed; however. 

Most of the questions were routine or unanswered 
and those pertaining to neutrality referred to the 
Senator with the observation that he probably 
wouldn't talk. Which he didn’t. 

Plans for the “seminars,” as the President calls 
the meetings with those interested especially in 
such momentous matters as the Reorganization 
and Budget reposts, were announced. The one on 
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Budget on Thursday and another before the 125¢ 
page Reorganization report goes to Congress. 

The next day, despite the important interruption, 
was scheduled like any other with the hours of 2 
until 3 reserved for the Congressional appearance. 

Sam Rayburn, . ewly elected Leader of the House, 
called, and Edward Filene, Boston’s philanthropic 
merchant-king, who lately put his house at the dis- 
posal of Mrs. Roosevelt and her daughter-in-law- 
to-be, during Franklin, Jr.’s illness. 

The Reorganizers were on hand again to confer 
on the finishing touches of their report. 


CONGRATULATIONS GALORE 

By the time he had returned from the Capitol 
more than 200 telegrams were awaiting the Presi- 
dent congratulating him on his message. Hune 
dreds more came in the following days and, accords 
ing to a White House statement, all were com- 
mendatory. 

Another long list confronted the President the 
next ‘lay, ranging all the way from a professor 
from South Africa to charming young Martha 
Dodd, daughter of our Ambassador to Germany, 
who came to bear her father’s greetings to the 
President and give the weary orbs of the Secret 
Service men a pleasurable relief. 

Another familiar face long absent was that of 
Donald Richberg, recovered from a recent attack 
of appendicitis and doubtless elated over the re- 
marks concerning the need of more elasticity on 
the part of the judiciary, a theme which Mr. 
Richberg has sung on more than one occasion 
since he left the ill-fated NRA and before. 

At 4 p. m. the members of the press concerned 
with figures as well as facts, after poring over the 
brand new budget which they had receivéd éarlier 
in the day, trooped up the steps of the White House 
for their “seminar.” 

Thursday the Congress had its lesson in high 
finance when the Budget Message was read to them 
at high noon. The newspaper men had been treated 
to an informal explanation with examples drawn 
from imaginary budgets of one or another of the 
secretaries seated beside the President. He was in 
high good humor—and well he might be with this 
arduous job off his hands. 


NAVAL RACE “YES”—”NO”? 


The next day ten minutes sufficed the press after 
the week’s glut of news. The new battleships were 
first on the short agenda. The President read the 
statement (appearing on page 13) and then, in- 
formally, expressed his deep regret that it was im- 
possible to obtain an international agreement 
which would limit further naval construction— 
America urged deferring the replacement of old 
ships with new but the other powers could not 
agree. 

Asked if he thought the naval race was on, he 
answered “No,” and later added that if the other 
nations weren’t constructing new battleships, we 
wouldn’t be. 

There were a few other questions and the corre- 
spondents who were word-weary from the budget 
conference of the preceding day were glad to leave. 

At twelve-thirty the neutrality proclamation, too 
late to stop the first shipment of planes to Spain 
but in time to catch most of the n ‘terial of the 
Vimalert Company, was signed without ceremony. 
The pen was preserved for presentation to Key Pitt- 
man, Chairman of the Senate Foreign Relations 
Committee. 

With callers still filling the agenda, the week 
drew to a close under a misty sun and startled ob- 
servers, glancing from the White House windows, 
saw the lawn sprinkléd with gold. Dandelions were 
blossoming. And so the New Deal started its séc- 
ond lap in an auriferous haze. 

H. R. BAUKHAGE. 








Painting the Picture 
Of Relief Seekers’ Needs 


By HARRY L. HOPKINS, 
Works Progress Administrator 


HEN we began work in 1933... it was neces- 

sary to compile a vast amount of informa- 
tion. Some exceptional cases may illustrate its 
range. 

There was, for example, one female blacksmith on 
relief. What do we know about her? We 
know her age, her work history, how long she nas 
been out of work, whether she lives in town or in 
the country, and her family situation. 

The urban population was examined first by 
means of a study which covered the occupational 
characteristics of 165,000 cases involving a total 
of 576,000 persons in 79 selected cities. We regis- 
tered the age, sex, color, occupation, industry and 
curation of unemployment of these people on the 
relief rolls... . We studied the difference between 
cities with varying economic characteristics. This 
gave us a pretty clear picture of those on relief in 
the cities. 

We then launched a series of rural studies in 
carefully selected sample counties, to give us the 
same information about people on relief in the 
country areas. . ; 

But when the WPA came into prospect, it was 
apparent that if work-relief projects were to be 
devised to fit the needs of the workers, it was 
necessary to have available a complete inventory 
of the skills of all the workers on relief in any 
given county or city. 

So we took this complete occupational census of 
tie total rei'ef ioad of 6,152,000 in 90 days. 

We have the same facts about the seven female 
teamsters on relief, and the 42 women truck drivers 
and 75 women taxicab drivers or chaffeurs and the 
tw> railroad switchmen on our rolls who are women. 

Of course, these are unusual occupations, like the 
17 men on relief whose regular business is taking in 
washing by the day; but they serve to illustrate 
the point for all occupations. ... 

In June, 1933, starting with nothing, we set up a 
nation-wide reporting system on all public relief 
that was using any Federal funds. In three 
months it was operating all over the country. This 
gave us our first count of the number of persons 
receiving relief; but niore information was needed. 

So in October, 1933, we began a census of all cases 
on relief to determine how old they were, how 
many men and how many women, how many were 
whites and how many Negroes, how large their 
families were and whether they lived in urban or 
rural areas. 

This census, 3,186,181 and 


involving cases 
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12,685,664 persons, was completed in two months. 

This was all very well for direct relief, but with 
work-relief in prospect we realized it was essential 
to get the facts about the working ability of those 
on the relief rolls. So in May, 1934, we began to 
find out on a large scale. 

Besides all the usual information, we had to 
know each worker’s primary occupation, his sec- 
ondary occupation and his best qualification for 
the kind of work we could provide under the pro- 
gram. We had to know his family situation, and 
had to know the relief make-up of each of the 3,000 
ode counties in the country separately. 

By the close of 1935, we felt it necessary to know 
not only the story of all persons on relief, but also 
of all the others certified for our jobs who had not 
yet obtained them. So we carried out a census by 


counties of the total certified load of 6,386,000 pec- 
sons in 30 days. 
Of course, we do not have the same precise data 


on people who fall outside our prescribed respon- 
sibility. We are given by law a field in which to 
operate. That field is our concern.—(From a state- 
ment issued by WPA Jan. 10.) 





Uncle Sam in Business: 
the Postal Balance Sheet 


By JAMES A. FARLEY 
Postmaster General 


HE progress of the country toward recovery 

has been reflected in the postal revenues, 
which, for the fiscal year 1936, amounted to 
$665,343,356.48, an increase of $34,538,054.48 over 
the previous year. This represents the second 
successive increase in postal revenues since the 
fiscal year 1930.... 

The normal postal service . was operated 
with a net deficit of 16 million dollars. This was 
due to the new additional costs of the 40-hour 
week law for postal employees which became ef- 
fective on Oct. 1, 1935, and also to the expanded 
program for public buildings used as post offices 
with its resultant increased custodial cost. 

These two items alone represent 30 million dol- 
lars of expense not previously carried in the Post 
Office Department budget, which makes its ob- 
vious that the Department has been able to ab- 
sorb more than half their cost as a result of the 
rising postal revenues. 

In other words, collections of postage and postal 
fees from the public were almost sufficient to pro- 
vide those normal postal services which are ren- 
dered to the public for hire, upon an expanded 
basis of rising mail volume and improved work- 
ing conditions for postal employees. 

The second function of the Post Office Depart- 
ment is the handling of mail matter for Congress 
and all of the other governmental agencies and 
reading matter for the blind, carried free of post- 
age, the free delivery of newspapers within the 
county of publication, the delivery of certain pub- 
lications entitled by law to preferential treatment 
at charges below zone rates. 


The third function Is the administration and 
payment of the mail contracts, which, according 
to law, provide the subsidies for the maintenance 
of an American merchant marine and the devel- 
opment of aviation over and above the regular 
mail carrying functions of these two industries. 

These second and third functions are the non- 


postal items. Thus, when the Post Office Depart- 
ment called on the Treasury Department for ad- 
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vances from the general fund, in accordance with 
law, it did so for the payment of these free and 
preferential nonpostal services and for the pay- 
ment of subsidies, all of which are separate and 
apart from the normal mail services. 

However, in order to balance the budget for 
the normal mail service to the public generally, 
which constitutes those postal facilities that are 
rendered for hire, but 16 million dollars of Treas- 
ury funds were required... . 

Fraud orders were issued by the Postmaster Gen- 
eral against 370 persons and concerns during the 


past year. 

It is not practicable to accurately estimate the 
amount of money saved to the public by the issu- 
ance of these orders, but taking into consideration 
the known receipts of the various fraudulent oper- 
ators it is certain that many millions were saved 


in this manner.—(From the annual report of the 
Post Office Department for fiscal year ended June 
30, 1936, issued Jan. 8.) 


Aid of Business Invited 


In Framing Legislation 


By GEORGE L. BERRY, 
Coordinator for Industrial Cooperation 


HE President has made clear his intention to 
renew the New Deal battle on long hours, star- 
vation wages, and child labor. 

The President in a press conference identified 
his position on several points. One was that 
he is not contemplating the revival of NRA. An- 
other was that he did not believe these problems of 
industry can be solved by State legislation but will 
require some Federal legislation. He stated that 
he had not reached an opinion as to whether the 
Federal Government could solve the problems with- 
out a Constitutional Amendment... . 

The Council for Industrial Progress on Dec. 11 
reached several conclusions with regard to indus- 
try’s problems, which coincide almost identically 
with the views expressed by President Roosevelt. I 
believe thinking business men now will realize 
more than before the necessity of having a part 
in the program which is unquestionably going for- 
ward to realize the objectives desired by the Presi- 
dent. 

The Council for Industrial Progress has offered 
for the past year, and contiues to offer to business 
men, a medium through which their views may be 
laid before the Administration, and a workshop 
in which they may have a part in framing the 
legislative program. There is no question whatso- 
ever but that industries which cooperate in devel- 
oping the legislative plans will be in the best posi- 
tion to secure sound and constructive laws which 
will be applicable to their problems, and which will 
be enforceable with resultant benefit to industry, 
investment and management, as well as to labor, 

The Industry Council has recognized the insepara- 
ble partnership of management and labor in in- 
dustrial enterprise, and has given equal status to 
the two partners in working out solutions of their 
joint problems. 

I do not say conclusively that the program 
evolved by the Industry Council will be exactly 
what the President and Congress will accept in the 
last analysis, but I do say with emphasis that the 
Council is the one agency in America which has 
been continuously at work since the abandonment 
of the NRA to perpetuate the fundamental policy 
the New Deal for cooperation of Government 
and industry. Members of the Council are to be 
commended on the broad vision with which they 
have engaged in this work.—(A statement issued 
from the office of the Coordinator to representa- 
tives of management and labor, Jan. 2.) 
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The President’s address on the State 
of the Union delivered in person to the 
House and Senate in joint session at 
the opening of the 75th Congress on 
January 5 follows in full text: 


To the Congress of the United 
States: 


For the first time in our national 
history a President delivers his an- 
nual message to a new Congress 
within a fortnight of the expiratisn 
of his term of office. While there 
is no change in the Presidency th s 
year, change will occur in future 
years. It is my belief that under 
this new constitutional practice, the 
President should in every fourth 
year, in so far as seems reasonable, 
review the existing state of our na- 
tional affairs and outline broad fu- 
ture problems, leaving specific rec- 
ommendations for future legislation 
to be made by the President about 
to be inaugurated 

At this time, however, 
stances of the moment compel me 


clrcum- 


to ask your immediate considera- 
ion of: First, measures extending 
the life of certain authorizations 


and powers which, under present 
statutes, expire within a few weeks; 
second, an addition to the existing 
Neutrality Act to cover specific 
points raised by the unfortunate 
civil strife in Spain; and, third, a 
deficiency appropriation bill for 
which I shall submit estimates this 
week. 





Problems of First Term | 





In March, 1933, the problems 
which faced our nation and which 
only our National Government had 
the resources to meet, were more 
serious even than appeared on the 
surface. 

It was not only that the visibie 
mechanism of economic life had 
broken down. More disturbing was 
the fact that long neglect of the 
needs of the underprivileged had 
brought too many of our people .to 
the verge of doubt as to the suc- 
cessful adaptation of our historic 
traditions to the complex modern 
world. In that, lay a challenge to 
our democratic form of government 
itseif. 

Ours was the task to prove that 
democracy could be made to func- 
tion in the world of today as ef- 
feciively as in the simpler world of 
a hundred years ago. Ours was the 
task to do more than to argue a 
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Praises Harmony Between Executive and Legislative Branches of the Govern- 


ment—Calls For ‘Liberal’ Interpretation of Constitution 


theory. The times required the 
confident answer of performance to 
those whose instinctive faith in hu- 
manity made them want to believe 
that in the long run democracy 
would prove superior to more ex- 
treme forms of government as a 
process of getting action when ac- 
tion was wisdom, without the spirit- 
ual sacrifices which those other 
forms of government exact. 

That challenge we met. To meet 
it required unprecedented activities 
under Federal leadership—to end 
abuses—to restore a large measure 
of material prosperity—to give new 
faith to millions of our citizens who 
had been traditionally taught to ex- 
pect that democracy would provide 
continuously wider opportunity and 
continuously greater security in a 
world where science was continu- 
ously making material riches more 
available to man, 





The Need of Teamwork 





in the many methods of attack 
with which we met these problems, 
you and I, by mutual understand- 
ing and by determination to coop- 
erate, helped to make democracy 
succeed by refusing to permit un- 
necessary disagreement to arise be- 
tween two of our branches of gov- 
ernment. That spirit of cooperation 
was able to solve difficulties of ex- 
traordinary magnitude and ramifi- 
cation with few important errors, 
and at a cost cheap when measured 
by the immediate necessities and 
the eventual results. 

I look forward to a continuance 
of that cooperation in the next four 
years. I look forward also to a con- 
tinuance of the basis of that co- 
operation—mutual respect for each 
other’s proper sphere of functioning 
in a democracy which is working 
well, and a common-sense realiza- 
tion of the need for play in the 
joints of the machine. 

On that basis, it is within the 
right of the Congress to determine 
which of the many new activities 


shall be continued or abandoned, 
increased or curtailed. 
On that same basis, the Presi- 


dent alone has the responsibility for 
their administration. I find that 
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to Pay the Bill? 


Most wage earners need extra cash at times to meet 
emergencies—At Household Finance they can borrow 
without embarrassment and at reasonable cost 


@ How proud you felt when your first baby 
was born! But with your joy and pride prob- 
ably came money worries—how to pay the doc- 
tor, the nurse—all those emergency expenses 
that you couldn’t meet out of current income. 

Many of your employees have the same 
money problems that troubled you when you 
were still on the way up—before you had had 
time to accumulate reserves 


Money for emergencies 

Births, deaths, accidents, unexpected losses 
to meet these demands for cash you can now 
borrow on negotiable collateral at your bank 
But many families—many of your employees 
—can offer only their promise to pay. Some- 
one must loan to them on their future earn- 
ing capacity 

Household Finance gives these people a 
place to borrow on a dignified, business-like 


basis. During 1936 it made more than a half 
million loans to small-salaried families in 
need of cash. 


Families returned to solvency 

To thousands of families Household Finance 
rendered another important social service. 
Our “Doctor of Family Finances” encouraged 
and promoted Home Money Management 
showed families how to budget their incomes, 
how to buy better, how to return to solvency 
by stopping money leaks. Aided by this coun- 
sel many of these families succeeded in getting 
out of the financial rut for good, 

We believe that executives interested in the 
weltare of their employees will find samples 
of the publications used in this educational 
work interesting and revealing. We will gladly 
send you copies without obligation. Please 
use this convenient coupon. 


HOUSEHOLD FINANCE 


and Subsidiaries—one of the leading family finance 
organizations, with 214 offices in 148 cities 





Household Finance Corporation, Dept. USN-1 


ton program 


919 N. Michigan Ave 
Please mail me without obligation booklets and ful! information on Household Financ 


Chicago, Ill 
s family reconstruc- 
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this task of executive management 
has reached the point where our 
administrative machinery needs 
comprehensive overhauling. I shall, 
therefore, shortly address the Con- 
gress more fully in regard to mod- 
ernizing and improving the Execu- 
tive branch of the government. 





Two Aims in View 





That cooperation of the past four 
years between the Congress and the 
President has aimed at the fulfill- 
ment of a two-fold policy—first, 
economic recovery through many 
kinds of assistance to agriculture, 
industry and banking; and, second, 
deliberate improvement in the per- 
sonal security and opportunity of 
the great mass of our people. 

The recovery we sought was not 
to be merely temporary. It was to 
be a recovery protected from the 
causes of previous disasters. With 
that aim in view—to prevent a fu- 
ture similar crisis—you and I joined 
in a series of enactments—safe 
banking and sound currency, the 
guarantee of bank deposits, protec- 
tion for the investor in securities, 
the removal of the threat of agri- 
cultural surpluses, insistence on col- 
lective bargaining, the outlawing of 
sweatshops, child labor and unfair 
trade practices, and the beginnings 


of security for the aged and the 
worker. 
Nor was the recovery we sought 


merely a purposeless whirring of 
machinery. It is important, of 
course, that every man and woman 
in the country be able to find work, 
that every factory run, that busi- 
ness as a whole earn profits. But 
government in a democratic nation 
does not exist solely, or even pri- 
marily, for that purpose. 





Housing: Urban and Rural 





It is not enough that the wheels 
turn. They must carry us in the 
direction of a greater satisfaction in 
life for the average man. The 
aeeper purpose of democratic gov- 
ernment is to assist as many of its 
citizens as possible—especially those 
who need it most—to improve their 
conditions of life, to retain all per- 
sonal liberty whic does not ad- 
versely affect their neighbors, and 
to pursue the happiness. which 
comes with security and an oppor- 
tunity for recreation and culture. 

Even with our present recovery we 


are far from the goal of that deeper 
purpose. There are far-reaching 
problems still with us for which de- 
mocracy must find solutions if it is 
to consider itself successful. 

For example, many millions of 
Americans still live in habitations 
which not only fail to provide the 
physical benefits of modern civili- 
zation but breed disease and impair 
the healtn of future generations. 
The menace exists not only in the 
slum areas of the very large cities, 
but in many smaller cities as well. 
It exists on tens of thousands of 
farms, in varying degrees, in every 
part of the country. 

Another example is the prevalence 
of an un-American type of tenant 
farming I not suggest that 
every farm family has the capacity 
to earn a satisfactory living on 
own farm. But many thousands of 


do 


its 


tenant farmers—indeed most of 
them—with some financial assist- 
ance and with some advice and 


training, can be made self-support- 
ing on land which can eventually 
belong to them. The nation would 
be wise to offer them that chance 
instead of permitting them to go 
along as they do now, year after 
year, with neither future security 
as tenants nor hope of ownership 
of their homes nor expectation of 
bettering the lot of their children. 

Another national problem is the 
intelligent development of our so- 
cial security system, the broaden- 
ing of the services it renders, and 
practical improvement in its opera- 
tion. In many nations where such 
laws are in effect, success in meet- 
ing the expectations of the com- 
munity has come through frequent 
amendment of the original statute. 





The Unemployment Problem 





And, of course , the most far- 
reaching and the most inclusive 
problem of all is that of unemploy- 
ment and the lack of economic bal- 
ance of which unemployment is at 
once the result and the symptom. 

The immediate question of ade- 
quate relief for the needy unem- 
ployed who are capable of perform- 
ing useful work, I shall discuss with 
the Congress during the coming 
months. The broader task of pre- 
venting unemployment is a matter 
of long-range evolutionary policy. 
To that we must continue to give 
our best thought and effort. We 
cannot assume that immediate in- 


dustrial and commercial activity 
which mitigates present pressures 
justifies the Nacional Government at 
this time in placing the unemploy- 
ment problem in a filing cabinet of 
finished business. 





Evening Out Production 





Fluctuations in employment are 
tied to all other wasteful fluctua- 
tions in our mechanism of produc- 
tion and distribution. One of these 
wastes is speculation. In securities 
or commodities, the larger the vol- 
ume of speculation, the wider be- 
come the upward and downward 
swings and the more certain the re- 
sult that in the long run there will 


be more losses than gains in the 
underlying wealth of the commu- 
nity. 


And, as is now well known to all 
of us, the same net loss to society 
comes from reckless overproduction 
and monopolistic underproduction of 
natural and manufactured commod- 
ities. 

Overproduction, underproduction 
and speculation are three evil sisters 
who distill the troubles of unsound 
inflation and disastrous deflation. 
It is to the interest of the nation 
to have government help private 
enterprise to gain sound general 
price levels and to protect those 
levels from wide perilous fluctua- 
tions. We know now that if early in 
1931 government had taken the 
steps which were taken two and 
three years’ later, the depression 
would never have reached the depths 
of the beginning of 1933. 





A Remodeled NRA 





Sober second thought confirms 
most of us in the belief that the 
broad objectives of the National Re- 
covery Act were sound. We know 
now that its difficulties arose from 
the fact that it tried to do too much. 
For example, it was unwise to ex- 
pect the same agency to regulate 
the length of working hours, mini- 
mum wages, child labor and collec- 
tive bargaining on the one hand 


| 


and the complicated questions of | 


unfair trade practices and business 
controls on the other. 

The statute of NRA has been out- 
lawed. The problems have not. 
They are still with us. 

That decent conditions and ade- 
quate pay for labor, and just re- 
turn for agriculture, can be secured 


through parallel and simultaneous 
action by 48 States is a proven im- 
possibility. It is equally impossible 
to obtain curbs on monopoly, un- 
fair trade practices and speculation 
by state action alone. 

There are those who, sincerely or 
insincerely, still cling to State action 
as a theoretical hope. But experi- 
ence with actyaliiies makes it clear 


that Federal laws supplementing 
State laws are needed to help solve 
the problems which result from 


modern invention applied in an in- 
dustrialized nation which conducts 
its business with scant regard to 
State lines. 





The American Constitution 





During the past year there has 
been a growing belief that there is 
little fault to be found with the 
Constitution of the United States as 
it stands today. The vital need is 
not an alteration of our fundamental 
law, but an increasingly enlightened 
view with reference to it. Difficul- 
ties have grown out of its interpre- 


tation; but rightly considered, it 
can be used as an instrument of 
progress, and not as a device for 


prevention of action 

It is worth our while to read and 
re-read the preamble of the Consti- 
tution, and Article I thereof which 
confers the legislative powers upon 
the Congress of the United States. 

It is also worth our while to read 
again the debates in the Constitu- 
tional Convention of 150 years ago. 
From such reading, I obtain the very 
definite thought that the members 
of that Convention were fully aware 
that civilization would raise prob- 
Jems for the proposed new Federal 
Government, which they themselves 
could not even surmise; and that it 
was their definite intent and expec- 
tation that a liberal interpretation 
in the years to come would give to 
the Congress the same _ relative 
powers over new national problems 
as they themselves gave to the Con- 
gress over the national problems of 
their day. 

In presenting to the Convention 
the first basic draft of the Consti- 
tution, Edmund Randolph explained 
that it was the purpose “to insert 
essential principles only, lest the 
operation of government should be 
clogged by rendering those pro- 
visions permanent and unalterable 
which ought to be accommodated to 
times and events.” 


PRESIDENT ASKS FOR COOPERATION OF THE JUDICIARY 
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With a better understanding of 
our purposes, and a more intelligent 
recognition of our needs as a nation, 
it is not to be assumed that there 
will be prolonged failure to bring 
legislative and judicial action into 
closer harmony. Means must be 
found to adapt our legal forms and 
our judicial interpretation to the 
actual present national needs of the 
largest progressive democracy in the 
modern world. 





Present Day World Problems 





That thought leads to a condider- 
ation of world problems. To go no 
further back than the beginning of 
this century, men and women 
everywhere were seeking conditions 
of life very different from those 
which were customary before mod- 
ern invention and modern industry 
and modern communications had 
come into being. The World War, 
for all of its tragedy, encouraged 
these demands, and stimulated ac- 
tion to fulfill these new desires. 

Many national governments 
seemed unable adequately to re- 
spond; and, often with the im- 
provident assent of the masses of 
the people themselves, new forms 
of government were set up. with 
oligarchy taking the place of 
democracy. In oligarchies, militar- 
ism has leapt forward, while in 
those nations which have retained 
democracy, militarism has waned. 

I have recently visited three of 
our sister’ Republics in South Amer- 
ica The very cordial receptions 
with which I was greeted were in 
tribute to democracy. To me the 
outstanding observation of that visit 
was that the masses of the peoples 
of all the Americas are convinced 
that the democratic form of gov- 
ernment can be made to succeed 
and do not wish to substitute for it 
any other form of government. They 
believe that democracies are best 
able to cope with the changing prob- 
lems of modern civilization within 
themselves, and that democracies 
are best able to maintain peace 
among themselves. 





Buenos Aires Conference 





The Inter-American Conference, 
operating on these fundamental 
principles of democracy, did much 
to assure peace in this hemisphere. 
Existing peace machinery was im- 
proved... New instruments to main- 
tain peace and eliminate causes of 
war were adopted. 

Wider protection of the interests 
of the American Republics in the 
event of war outside the Western 
Hemisphere was provided. Respect 


[Continued on Page 9.] 
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Camets are made from finer, 
MORE EXPENSIVE TOMACCOS 
«x. Turkish and Domestic... 
than any other poputar brand. 
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“Smoking Camels helps to keep my digestion 
in trim,” says Patton, oil-well fire-fighter 


LAD in an asbestos suit (/ef/), “Pat’’ Patton tackles 

a blazing oil-well. “After that I can tuck away 

a hearty meal provided I have Camels handy,” says 
Patton, enjoying a hasty bite (right). “Smoking Camels 
helps keep my digestion in proper trim. And Camels 
don’t get on my nerves.” Camels increase the flow 
of fluids—alkaline digestive fluids so vital to a sense 
of well-being after eating. Camels are mild! 


ba 


“A BRONC BUSTER takes a terrible 
jouncing,” Alice Greenough (left), ex- 
plains. “But Camels help me enjoy my 
food. Smoking Camels with my meals 
smooths things out for my digestion. 
I like Camel’s mild, delicate flavor.” 












SPORTS REPORTER AGREES 100% 
with “Pat” Patton that Camels help di- 
gestion along. James Gould (right), 
speaking: “My job’s a strain on nerves 
and digestion too. And my smoke is 
the same as ‘Pat’ Patton’s. Camels set 
me right—give me a cheery ‘lift.’” 


PITTED AGAINST BLAZING OIL-WELL 



























“CAMELS ARE GRAND at 
mealtimes,” says this New 
York matron, Mrs. Vincent 
Murray. “I smoke them dur- 
ing meals and afterwards.” 































Soa a 


ALL-AMERICAN Hockey 
Star. Phil La Batte says: 
“Good digestionand healthy 
nerves are ‘musts’ in this 
game. So I smoke Camels.” 























“JACK OAKIE’S 
COLLEGE” 
Radio’s New Smash Hit! 


Benny Goodman's “Swing” Band 
George Stoll’s Concert Orchestra 
Hollywood comedians and singing stars 
Special college talent 


Every Tuesday—9:30 pm 
B.S. T., 8:30 pm C.S.1., 
?: 30pm M.S. 1T..6:50 pm 
P.S.T., over WABC- 

Columbia Network. 
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EYES of the world, sorely tried by the arts = + 

of war, turned to Washington last week 
as the most spectacular gesture in years in 
the name of the art of peace was announced. 
With elaboration of the proposal of Andrew 
W. Mellon, former Secretary of Treasury, for 
the creation of a National Gallery of Art, 
eyes of the world focussed in detail on the 
program that would give to America an art 
shrine rivaling those in Paris and Rome. 
Eyes flashed back to 1930 when Mr. Mellon’s 
agents started hunting through art markets. 








changed hands. 


Great. 





WHITH the greatest of secrecy contacts were estab- 
lished with the Soviet Government. 
marvel at the vision of Raphael’s “Alba Madonna,” 
but to the Soviets machinery at the moment was the 
all important problem. More than $3,250,000 ex- 
The Soviets were enabled to set up 
credits for much needed machinery. Mr. Mellon re- 
ceived priceless treasures from the Hermitage Mu- 
seum in Petrograd, now Leningrad—the museum that 
was established during the reign of Catherine the 
The “Alba Madonna” cost $1,666,400, and is 
regarded as the choicest piece in the collection. 


we 
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Uncle Savn’s aus (eels NATION'S CAPITAL AS AN ART CAPITAL 
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ent housed in private and public 
galleries awaiting final disposition of 
the project. Several of the more im- 
portant pieces are under double lock 
and in special vaults of the Corcoran 
Art Gallery located in the nation’s 
Capital. The Corcoran itself has long 
been regarded as one of the finest gal- 
leries in the country. Its foyer con- 
tains reproductions of most of the 
greatest classical sculptures. 


THE Mellon art collection is at pres- + 








‘HE general impression in Washington is 
that the new National Gallery of Art will 


be constructed in line with the National 
Museum, built at a cost of $1,200,000 by 
Charles L. Freer of Detroit and containing 
his $6,000,000 collection of Chinese art, paiat- 
ings and sculpture. The collection also in- 
cludes many of the finest works of the Amer- 
ican master Whistler. Interesting to note is 
the fact that for years Smithsonian officials 
treasured plans for the construction of a 
$10,000,000 Museum of Fine Arts. 
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English art expert as adviser. 


secure many of the master works of art. 


by day and reddened by night. 


has come a collection of timeless art. 








+ "THE Mellon art collection has had the aid of the + 

world’s finest advice, Typical of the care and selec- 
tion that has gone into the building up of the collec- 
tion was the retaining of Lord Duveen (left), noted 
It was through the 
offices of Lord Duveen that Mr. Mellon was able to 


Queer it is that the original thread of the collection 
starts back in Pittsburgh where skies are blackened 
From the steel fur- 
naces has come the Mellon fortune, from the fortune 











ART critics agree that the 

proposal will make the Na- 
tional Capital one of the world’s 
leading art centers. With the 
National Gallery teachers and 
students will find in Wash- 
ington works by Cimabue, the 
great Italian primitive, Raph- 
ael, Titian, Rembrandt, Botti- 
celli, E] Greco, Perugino, Hol- 
bein, Goya, Frans Hals and 
Reynolds. - 





> TO HOUSE the gallery, which will probably be known as the “National + APPROPRIATELY enough, the 
Gallery of Art,” Mr. Mellon revealed that the scope and plan of the Cabinet officer, who will confer 
building as developed by John Russell Pope, New York architect, will call with Smithsonian Institution officials 
for an estimated expenditure of eight to nine million dollars. with a view to drafting enabling legis- 
The proposed location of the gallery as indicated by the dotted line would lation to permit the people of the 
place it just opposite the apex of the government buildings in the “Federal United States to accept the art gallery, 
Triangle.” In connection with the proposed site it is planned to close off has his office in one of the new build- 
to highway traffic an extensive tract of land, thus assuring the trustees of ings in the Federal triangle. There it 
the institution grounds on which to build future extensions of the gallery is that the Attorney General, sur- 
building. rounded by modern American murals, 
Where now stands the District of Columbia’s wood yard would truly be will work out the details of the 
Art spelled with a Capital A. project with Mr. Mellon. 
er a 
t 
i 
t 
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x —Underwood & Underwood, Wide World 














SYMBOL of beauty and one of the 

many marvels of Washington is 
the Lincoln Memorial. The new Na- 
tional Gallery of Art would be yet 
another step in making accessible to 
the humblest citizen of the country 
the finest in culture. 

Even now the Capital is one of the 
nation’s foremost art centers, with 
such public collections as the Cor- 
coran Gallery of Art, the Freer Art 
Gallery, and the Phillips Gallery. 

Derek Fox. 











Reclaiming Deposits From 
An Insured Closed Bank 


Hew may a depositor of a closed bank insured 
by the Government obtain his money? 

Most banks are insured by the Federal Deposit 
Insurance Corporation. If an insured bank fails, 
every depositor is paid up to $5,000 of his deposits 
by the Corporation. The depositor does not have 
to apply for his payment but will be notified by 
the Corporation of the time and place of the pay- 
ment. 

How soon after the bank closes will payments be 
made. 

As soon as the necessary legal steps are com- 
pleted, usually within 10 days. 

How is the depositor paid? 

He must prove his identity by pass book or can- 
celled checks at the place of payment (usually the 
bank itself). When the agent of the Corporation 
is satisfied the claim is valid a check is issued by 
the Corporation. Any amount that the depositor 
owes the bank will be subtracted from his payment 
before the Corporation settles his account. 


Tracing a Family Tree: 


Government As Genealogist 


How can the Federal Government be of help in 
establishing genealogical records? 

The Census Bureau sometimes is able to furnish 
information helpful in establishing family his- 
tories. A minimum charge of $3 is made by the 
Bureau for this service and it is necessary for the 
inquirer to be able to furnish information as to 
the general locality, such as county area, in which 
his ancestors lived. The minimum fee pays the 
cost for searching through records for a popula- 
tion of 6,000; another 50 cents is charged for each 
additional population of 1,000 which is examined. 

Since the oldest census records do not give the 
details of the family groups and there are no cen- 
sus figures before 1790 it is sometimes necessary to 
go to private sources of information to obtain 
genealogical information. Examples of such 
sources are the records of societies such as the 
Daughters of the American Revolution and certain 
types of insurance applications. Sometimes it is 
possible to obtain data from Army records. 

If it is possible for the inquirer to make a special 
trip to Washington he may be able to find data on 
genealogies in the Library of Congress. 

A special section has been set aside in the Library 
fex tae wa ‘Sf persons engaged in genealogical re- 
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search. 
local United States histories, heraldic and armorial 
indexes and supplementary genealogical indexes 
containing names of families and other biographical 
references. More than 50,000 genealogical refer- 
ences in American local history are recorded. 

The Library does not undertake research work for 
correspondents or visitors but it is able to point out 
sources of information in a general way. 





First Steps for Aviators 


in Securing a License 


wt is the procedure to get an aircraft pilot’s 
license? 

Aircraft pilots are licensed by the Department of 
Commerce and are classified as either commercial 
or noncommercial. Commercial pilots are licensed 
as transport or limited commercial pilots, while 
non-commercial pilots are designated as private, 
solo, or student pilots. 

The first step for the prospective pilot is to ob- 
tain a student permit. Application for such permit 
may be had from any authorized Department 
medical examiner. 

Physical requirements vary according to the class 
of flying which the applicant wishes to engage in. 
Student pilots may take the examination for any 
class of license but they must qualify for at least 
the solo grade of examination before they will be 
allowed to receive instruction in a licensed plane 
from a licensed instructor. 

After receiving his permit, a student pilot may 
fly any licensed craft, including gliders, when re- 
ceiving flying instruction, but is not allowed to 
pilot aircraft carrying persons or property for hire. 

When the student pilot has had the instruction 
required for the license he wishes, he should apply 
to a Bureau of Air Commerce district supervisor 
for a pilot's license and arrange for his written ex- 
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In this section are to be found indexes of + amination and flying tests. Aeronautical inspectors 


travel throughout each of the nine inspection dis- 
tricts of the United States, making inspections and 
conducting examinations at various airports. Ap- 
plicants are advised of the dates when the inspec- 
tors will be in their localities. 

Upon satisfactory completion of the license tests, 
the application and inspection report are sent to 
the Bureau of Air Commerce, which issues the 
license. 

After a pilot has received his license he must 
have his physical condition checked at intervals. 
A reexamination is required before each renewal 
of license—in the transport and limited commercial 
pilots’ grades every six months and in the other 
grades once a year. 

A person desiring to take flight instruction, who 
does not know the address of the medical examiner 
nearest to him or who desires the address of the 
inspector he should contact, may obtain this in- 
formation by writing to the Bureau of Air Com- 
merce, Department of Commerce, Washington, D. C. 
Aeronautics Bulletin No. 19 gives complete infor- 
mation as to the procedure to obtain aviation in- 
struction. 





Questions and Answers 
The Social Security Act 


HAT records must employers keep in connec- 

tion with the tax returns to be filed in compli- 
ance with the old age pensions provisions of the 
Social Security Act? 

Every employer liable for the tax must keep ac- 
curate records of all wages paid to his employes 
after Dec. 31, 1936, showing: 

1—The name, address and account number of 
each employe. 

2.—Occupation of the employe. 

3.—Total wages (including the amount deducted 
for the tax), the date of each payment and the 
period covered. 
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4.—Total amount deducted from each employe’s 
wages for the tax. 

Is any particular form specified for the keeping 
of the records? 

No. The employer may use the form he finds 
most convenient, providing he uses a system of ac- 
counting which allows a check of the reports. All 
such records must be kept at some convenient lo- 
cation, readily accessible to internal revenue of- 
ficers. 

In cases where an employer makes an error in 
collecting the employes’ tax from two or more of his 
employes, must a separate adjustment be made 
with respect to each employe? 

Yes. Thus, an overcollection of employe’s tax 
from one employe may not offset an undercollec- 
tion of such tax from another. Also, erroneous pay- 
ments of employers’ tax and of employes’ tax must 
be adjusted separately. 

If an employe works for a year, then gives up his 
job and enters college, can he keep his account 
number? 

Each employe’s account number is permanent. 
Therefore in this case the account number would be 
maintained and if the student afterward reenters 
an employment coming under the old-age annuity 
provisions he would continue to use the number in 
all his transactions with the Social Security Board. 

If an employe is retired by his employer before he 
reaches 65, is he entitled to the benefits of the an- 
nuity payments? 

If he has fulfilled the minimum requirements as 
to length of employment he will be entitled to re- 
ceive certain benefits after he reaches 65. But un- 
til he reaches that age he is dependent on State or 
local aid. 

When should the employer deduct the tax from 
employes’ wages? 

At the time wage payments are made. If an em- 
ploye’s wages are “constructively” paid, that is, if 
the amount is credited to a drawing account, the 
tax becomes due when withdrawal from the account 
occurs. 
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Loans on Business Property: 
How to Obtain Them 


AN Government mortgage loans be obtained upon 

apartment houses, hotels or business and office 
buildings? 

Such loans will be made by the Reconstruction 
Finance Corporation Mortgage Company if neces- 
sary financing cannot be obtained elsewhere on 
reasonable terms and where income from the prop- 
erty is sufficient to pay operating expenses, taxes, 
insurance, interest on the indebtedness, and rea- 
sonable amortization. 

Application forms may be had either from the 
loan agency of the RFC serving the territory in 
which the applicant is located or directly from the 
RFC Mortgage Company, Washington, D. C. 

The company will make real estate mortgage loans 
at 5 per cent. In addition, cost of appraisal, ex- 
amination of title, title guarantee policy, abstracts, 
attorneys’ fees, conveyancing, recording fees and 
so forth must be paid by the borrower. 

Generally, loans are not made for longer than 
ten years and must be amortized so that one-half 
the principal will have been repaid by maturity 
when the balance becomes due. However, there 
are no inflexible rules as to amortization, different 
plans being formulated according to the circum- 
Stances of the loan. 

Most of the information requested by the RFC 
Mortgage Company in connection with such loans 
is outlined in connection with the application 
forms except in cases where a reorganization of the 
present indebtedness is in process or is contem- 
plated. If in such cases a plan of reorganization 
has been formulated, the application should be ac- 
companied by a certified copy of the plan and 
other pertinent documents. 

A copy of any registration application filed with 
the Securities and Exchange Commission, relating 
to securities called for deposit or to be issued in 
connection with the reorganization, also should be 
furnished. With every application for a loan to 
be made in connection with a reorganization, there 
must be filed e complete statement of all fees and 
charges growing out of the reorganization. 

There also should be submitted with the applica- 
tion a verified financial statement of the applicant 
and operating statements of the property for the 
preceding three years, or for the period of the 
operation of the property if less than three years. 

It is explained by officials of the Company that 
its purpose is not to compete with banks, insurance 
companies, mortgage loan companies, and other 
lenders on real estate if loans may be had from 
them on reasonable terms, but rather to comple- 
ment such activities in the mortgage lending field. 
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UNCLE SAM’S legislative 


machine started off in high 
gear to try to save the Admin- 
istration’s threatened neutral- 
ity toward Spain. But it did 
not arrive until several telling 
blows had been delivered by 
some of the wrecking crew. 


The 75th Congress’ first legis- 
lative day dawned on January 6 
with Chairman Pittman of the Sen- 
ate Foreign Relations Committee 
and Chairman McReynolds of the 
House Foreign Affairs Committee in 
a state of anxiety. In New York 
harbor, creaking winches and strain- 
ing stevedores were piling the hold 
of the “Mar Cantabrico” with air- 
planes and motors for Spanish 
loyalists. 


Ship of State Steers Clear of Spain; Inter- 
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national Aspects of Civil War 





San Francisco munitions dealer, had 
just demanded and received per- 
mission to ship some $4,000,000 


| worth of arms to Valencia in care 


Robert Cuse, head of the Vimalert | 


Company of Jersey City was rush- 
ing to take advantage of his legal 
right to ship $2,777,000 worth of 
aviation equipment to the govern- 
ment of strife-torn Spain, the per- 


mit for which the Munitions Control | 


Board had not been able to deny 
him. 
Moreover, Richard L. Dineley, a 
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The Utmost 
in 
Convenience 
FOR 
BUSY EXECUTIVES 
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of the to 
Mexico. 

Congressional leaders, backed by 
the White House and State Depart- 
ment, therefore, hoped to try to pre- 
vent these violations of American 
neutrality spirit by damming up the 
breach in the existing law which 
permitted shipments of arms to bel- 
ligerents within a country while de- 
nying them to warring factions be- 
tween countries. 

x «re 
EMBARGO RESOLUTION DE- 

4 BATED. — Little time was lost, 
therefore, between the conclusion of 
the President’s message to the joint 
session and the start of each House 
to consider neutrality. 

Chairman Pittman 
unanimous consent in the Senate to 
consider a joint resolution giving 
the President power to ban the ship- 
ment of arms, ammunition and im- 
plements of war to either faction in 
Spain, or to any other country for 
transshipment to Spain. 

At the suggestion of Senator 
Vandenberg (Rep.) of Michigan, the 
long preamble to the measure set- 
ting forth certain affirmations with 
regard to the situation in Spain, 
was deleted for fear it might un- 
wittingly commit the American Gov- 
ernment. 


Spanish Ambassador 


xx«re 

FURTHER LEGISLATION IN 

SIGHT.—Stressing the emergency 
character of the measure, and the 
fact that more permanent legisla- 
tion on neutrality will have to be 
considered later in the session, the 
joint resolution was subjected to 
little delay in the Upper House. 

Senator Nye (Rep.) of North Da- 
kota took occasion to point to the 
need for nationalization of the mu- 
nitions industry, and the desirability 
of making the embargo apply to all 
nations, not Spain alone. The North 
Dakota solon suggested that the em- 
bargo might be construed as aiding 
the Fascists because it would hold 
up shipments ready to be made to 
the loyalists. Senator Pittman de- 
nied the implication. 

The Senate adopted the resolution, 
81 to 0. 

oe f= = 


| ACTION UNDER SPECIAL OR- 


DER.—When Representative 
Bernard (Farmer-Laborite) of Min- 
nesota objected to suspension of the 
rules in the House, the Rules Com- 
mittee brought in a special order 
under which the joint resolution was 
considered. 

There was a disposition on the 
part of certain House members to 
deplore the rushing of the measure 
through without more opportunity 
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asked for | 


for debate, but they were assured 
by Chairman McReynolds that when 
permanent neutrality legislation is 
brought up in the next few weeks 
there will bé ample opportunity for 
discussion. 

When Representative Maverick 
(Dem.) of Texas, cffered an amend- 
ment to embargo all arms to all na- 
tions it was ruled not germane by 
Speaker Bankhead. The Member 
from Texas was especially concerned 
about a possible revolution in Mex- 
ico, and the opportunity that the 
resolution would give for transship- 
ments of munitions from Europe to 
uprisers against the liberal govern- 
ment south of the Rio Grande. 

Representative Fish (Rep.) of 
New York while favoring the reso- 
lution called attention to the fact 
that it reversed a previous policy 
under which the Government per- 
mitted the shipment of arms to de 
facto governments in Latin America 
but not to insurgents. 

The House adopted the resolution 
406 to 1, Representative Bernard 
being the sole dissenter. (Tran- 
script of debate in the Senate and 
House on the neutrality resolution 


| is printed on page 4.) 


x * 

ELAY IN SIGNING MEASURE.— 

Meanwhile, a technicality pre- 
vented the President from signing 
the measure before January 8. 

Before congressional action had 
been completed, however, the “Mar 
Cantabrico” was on the high seas. 
But Exporter Cuse had not been 
able to get aboard all of the ship- 
ment for which he had a license. 

A rush to get Shipper Dineley’s 
planes to Mexico before 
bargo clamped down (in spite of as- 
surances from the Mexican Govern- 
ment earlier in the week that it 


| would respect American neutrality 


policy) was unsuccessful. 
x kee 


[NTERNATIONAL WAR.—While the 








United States thus acted to steer 
clear of Spanish troubles, the strife 
in the Iberian peninsula took on an 
international character. 

With reliable reports that Italian 
and German volunteers had landed 
at Cadiz for the aid of the rebels, 
and French volunteers were slipping 
across the border to help the loyal- 
ists, observers estimated that some- 
thing close to 50,000 foreigners are 
now included in the ranks of both 
warring factions. 

So disturbed was France on Jan. 
7 on hearing from Morocco that 
Germany was making military and 
commercial inroads in the Spanish 





the em- | 
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possessions in North Africa that it 
ordered 34 naval vessels and a num- 
ber of submarines into the Mediter- 
ranean. At the same time, Great 
Britain ordered one-seventh of its 
total naval tonnage to move into 
these waters in the next two weeks 
for annual maneuvers. 

The British ships can enter the 
Mediterranean with less fear of a 
clash with Italy than would have 
been true a year ago. The terms 
| of the Anglo-Italian agreement, 

signed on Jan. 2, recognize that “the 

freedom of entry to, exit from and 
transit through the Mediterranean” 
is vital to both powers, and each 
will respect the rights of the other. 

In an accompanying letter, the Ital- 

ian Government puts in writing to 

the London Foreign Office that it 
has never had any dealings with 

General Franco with regard to the 

parcelling out of any Spanish terri- 

tory. 

These developments came on top 
| of German and Italian replies to the 
recent British-French proposal for 
shutting off volunteers to Spain. The 
answers came after the British For- 
eign Office felt compelled to prod 
both powers. 

Italy will agree to stop aiding the 
rebels if other powers withdraw sup- 

port from the loyalists. Germany 
| expressed willingness to cooperate if 

certain drastic counter-proposals 
providins an air-tight non-interven- 
tion arrangement are adopted. 

In the new rebel drive on Madrid 

both the British and German em- 
| bassy buildings have been bombed. 

~** 


REPRISALS.—Meantime, Germany 
| and the loyalists have been ac- 
tively engaged in a naval argument. 
When the Basques refused to re- 
| lease the cargo and Spanish passen- 
| 


ger of the German steamer Palos, 
although releasing the boat, on de- 
mand of the Reich, the German 
| cruiser Koenigsberg took matters in 
| its own hands in the Bay of Biscay. 

Two loyalist freighters were cap- 

tured, a third escaping when it 
| grounded itself. 

Spanish authorities called the re- 
prisals acts of war, and demanded 
that Germany release the vessels. 

| Berlin authorized an ultimatum to 

the Valencia Government, giving it 

until 8 a. m., on Jan. 8 to release 

the cargo and passenger of the Palos, 

or suffer the two captured boats to 

| be turned over to the rebels. When 

| the loyalists refused to comply, the 
| Nazis carried out their threat. 

| The Valencia Government has pro- 

tested to the League of Nations Ger- 

| man “aggressive activities” in Span- 

ish waters. 
eo 2 @ 

ROUBLE IN SYRIA—Turkey is 

growing increasingly concerned 

for the future of the Turks in Alex- 


President's Annual Message to Congress 


[Continued from Page 7.] 


for, and observance of, international 
treaties and international law were 
strengthened. Principles of liberal 
trade policies, as effective aids to 
the maintenance of peace were re- 
affirmed. 

The intellectual and cultural re- 
lationships among American Repub- 
lics were broadened as a part of the 
general peace program. 

In a world unhappily thinking in 
terms of war, the representatives of 
21 nations sat around a table, in an 
atmosphere of complete confidence 
and understanding, sincerely dis- 
cussing measures for maintaining 
peace. Here was a great and a per- 
manent achievement directly affect- 
ing the lives and security of the 
two hundred and fifty million hu- 
man beings who dwell in this West- 
ern Hemisphere. Here was an ex- 
ample which must have a wholesome 
effect upon the rest of the world. 

In a very real sense, the Confer- 
ence in Buenos Aires sent forth a 
message on behalf of all the democ- 
racies of the world to those na- 
tions which live otherwise. Because 
such other governments are per- 
haps more spectacular, it was high 
time for democracy to assert itself. 





Belief in Democracy | 





Because all of us believe that our 
democratic form of government can 
cope adequately with modern prob- 
lems as they arise, it is patriotic as 
well as logical for us to prove that 
we can meet new national needs 
with new laws consistent with an 
historic constitutional framework 
clearly intended to receive liberal 
and not narrow interpretation. 

The United States of America, 
within itself, must continue the task 
cf making democracy succeed. 

In that task the legislative branch 
of our government will, I am confi- 
dent, continue to meet the demands 
of democracy whether they relate to 
the curbing of abuses, the extension 
of help to those who need help, or 
the better balancing of our inter- 
dependent economies. 

So, too, the executive branch of 





the government must move forward 
in this task, and, at the same time 
provide better management for ad- 
ministrative action of all kinds. 

The judicial branch also is asked 
by the people to do its part in mak- 
ing democracy successful. We do 
not ask the courts to call non-ex- 
istent powers into being, but we have 
a right to expect that conceded pow- 

| ers or those legitimately implied 
| Shall be made effective instruments 
for the common good. 
The process of our democracy 
must not be imperiled by the denial 
of essential powers of free govern- 
ment. 
Your task and mine is not end- 
ing with the end of the depression. 
| The people of the United States have 
| made it clear that they expect us to 
continue our active efforts in be- 
half of their peaceful advancement. 

In that spirit of endeavor and 
service I greet the 75th Congress at 
the beginning of this auspicious 
New Year. 

FRANKLIN D. ROOSEVELT. 

THE WHITE HOUSE, 

January 6, 1937. 
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andretta and Antioch in Syria which 
is governed as a mandate by France. 
Istanbul is now determined to con- 
trol this district which it surrend- 
ered conditionally at the end of the 
War, because it is an outlet to an 
important sector of Asia Minor. 

The present situation has devel- 


oped as a result of France gr ing 
last year the demands of Syria for 
an independent republic under 
French protection which will be- 
come a realization in 1939. Turkey 
is insisting that the Alexandretta 
and Antioch area be detached from | 
the Syrian mandate. The matter | 


has been appealed to the Council 
of the League. Meanwhile, Turkish 
attitude toward France stiffened 
notably during the week in regard 
to the matter when it was learned 
that Franco-Turkish negotiations 
in Paris had broken down. 
P. A. FREDERICK. 
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Measurements of equal precision, in 
Electric laboratories, 
fundamental to the further develop- 
ment of quality in design and manu- 
facture of General Electric’ products. 





are 





By As Little As 3/100, 000 Inch 


~ MEASUREMENT that is finer 
than the one-hundredth part of a 
human hair. This man measures the 
expansion, by heating, of a piece of 
metal. If this expansion deviates by 
as little as 3/100,000 inch trom the 
expansion of the material it is to 
match, only failure can result. Such 
precise measurements made possible 
the new all-metal radio tube. 


Careful measurements made possible 
the hermetically sealed G-E refriger- 
ator, with its lifetime dependability 
and its low-cost operation. Precise 
measurements, by G-E scientists, of 
electric currents in vacuum tubes 
have led the way to present high- 
standards of radio reception. 


These are but a few examples of the 
contributions of scientificresearch and 
engineering in General Electric lab- 
oratories in Schenectady—contribu- 
tions which have stimulated new 
industries, increased employment, and 
provided greater comforts of living. 


G-E research has saved the public from ten to one hundred dollars 
for every dollar it has earned for General Electric 
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Cartoonist Talburt for the Scripps-Howard Newspapers 
Season's Greetings! 





Editorial Comment 


Pro and Con On: 


The “Sit-Down” Strikes 
Wheat Belts Prospects 


* * ~ 
A Federal Press Bureau 
~ ~*~ ~ 
Tax on Surplus Profits 
* * * 
HE “sit-down” strikes, a labor weapon copied 
from France, where it was recently used suc- 
cessfully in a general strike, are viewed as illegal 
by 71 per cent of commenting newspapers. Such 
tactics are upheld as legitimate strategy by 29 per 
cent. 

It is argued in opposition to this method of pro- 
test that such employes are trespassers and seek 
to gain their object by force and it is contended, 
also, that “no right of collective bargaining can be 
accorded a group which holds possession of an- 
other’s property.” 

In defending the method, editors hold that it has 
all the effect of a walkout, and that workers thus 
succeed in making it impossible for plant managers 
to introduce strike breakers. 

x~ * * 


The Wheat Crop Prospect 


RESS discussion of wheat prospects for the next 

season differ as to the profits to be obtained by 
the farmers, with 78 per cent of commenting news- 
papers optimistic, and 22 per cent warning against 
a possible market slump. 

Many predictions are based on Government esti- 
mates that the winter wheat acreage is 15 per cent 
larger than last fall, 26 per cent larger than the 
recent five-year average, and well above the previ- 
ous peak in the fall of 1918, the war period. 

It is believed by some editors that the higher 
prospects are likely to meet a growing demand, be- 
cause of better conditions, while others are im- 
pressed by the fact that survluses have been less 
marked because of the plowing under and natural 
conditions. 

x * & 


Government Press Bureau 


ROPOSAL to establish a central press bureau in 
Washington to dispense information from 
Government departments is condemned by all com- 
menting newspapers. 
Danger of censorship is felt to be the greatest 














Cartoonist Homan for the United Features Syndicate, Inc. 


The Great Enigma 





evil, and it is contended that uniformity in the 

news articles released would be objectionable to 
those who received the news. 

Conviction is voiced that no action in official cir- 

cles will be effective in concealing important news. 
~* * 


The Tax on Surplus Profits 


A LMOST overwhelming demand is made for re- 
“™ peal or amendment of the surplus profits tax, 
in press comments. Failure to meet popular de- 
mand is declared by 86 per cent of the editors rep- 
resented, while 14 per cent of the papers base fa- 
vorable arguments on the public attitude which, 
they believe, insists that holders of securities 


should bear the greater burden. 

It is contended by the majority of newspapers 
that the tax is objectionable because it discour- 
ages plant expansions and development of business. 

In support of the tax it is maintained that “the 
continuing need of revenue diminishes the pros- 
pect of tax reduction.” 
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DIVIDED REACTION TO PRESIDENT'S .MESSAGE 


RESIDENT ROOSEVELT'S first message to 

the 75th Congress is most impressive to the na- 
tion's editors in those passages which refer to the 
Constitution and the judiciary. In the judgment 
of 58 per cent of commenting newspapers, the 
Executive is less radical and more conciliatory 
than in previous addresses to the nation. As 
viewed by 42 per cent of the press, Mr. Roose- 
velt’s demands suggest a threat of Congressional 
action affecting the Supreme Court. 

Among papers applauding the message as 
“couched in moderate terms” is the Baltimore 
Sun (Ind.-Dem.), which thinks that the Presi- 
dent’s idea “that the Court may change” is a 
not unreasonable postulate. 

Similarly the New York Times (Ind.-Dem.), 
likes what it regards as a tone of moderation in 


the message, “a note ap- 
EDITORS APPLAUD . 
1 f ful 
‘MODERATE TONE’? Pecans fOr Peacetul co- 


operation in securing 
OF THE MESSAGE those national and inter- 


national blessings which are the heart's desire of 
all the American people.” The Times is pleased 
that the President “does not speak like a man 
thinking of new experiments and new crusades” 
but with the attitude “rather that of a commander 
who desires mainly to consolidate gains already 
made, and to enlarge them slowly and pru- 
dently.” 

Sympathetic comment is made by a Republi- 
can paper, the Manchester (N.H.) Union, which 
feels that “plainly the President is not contem- 
plating any revision of the Constitution,” and 
that while he “has abandoned none of his objec- 
tives, he has chosen the path of moderation. For 
that reason the message is one of encouragement 
to all classes of Americans. No one has wanted 
to return to the past or to stand still. We must 
go forward. The only question has been that we 
should go forward safely and without violating 
the fundamental principles of our democracy.” 

Another Republican paper, the Philadelphia 
Evening Bulletin, thinks there is little in the 


message to justify “ex- 
PRAISE OFFERED iin a in Seiiae into 
EVEN ed the President’s language 
THE REPUBLIC “a definite threat of Con- 
gressional action” if the Supreme Court does 
not “accept the Executive interpretation of Con- 
Stitutional authority and sanction the measures 
of the New Deal.” 
“Some,” agrees the Scranton (Pa.) Times 
(Dem.), “will see a challenge to the Supreme 
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Cartoonist Elderman for the Washingon Post 
Let’s Harmonize! 





Court, but the great majority will look upon the 
President’s words as a sincere request to the 
Court ‘to adapt our legal forms and judicial inter- 
pretation to the actual present national needs.’” 


“Many Americans, perhaps many more than is 
generally imagined,” believes the Boston Tran- 
script (Rep.), “will be in full sympathy with the 
President’s attitude toward both the Supreme 
Court and the Constitution.” 

But the Providence Bulletin (Ind.), suggests 
that if Mr, Rosevelt is asking the Supreme Court 


FAR DRAGGING ig 
SUPREME COURT 


future decisions “and 
INTO POLITICS thereby dragging it di- 
rectly into the open arena of politics” his appeal 
“cannot be anything but embarrassing” to the 
judges. 

In still more critical vein, the Washington Post 
(Ind.), holds that the language of the President's 
“vigorous challenge” to the Court “is more likely 
to arouse resentment than a spirit of cooperation.” 

“The weakness of the President’s speech,” it 
continues, “lies in his failure to recognize the es- 
sential nature of the Supreme Court's task. He 
speaks of adapting ‘legal forms and our judicial 
interpretation of the actual present national needs 
of the largest progressive democracy in the mod- 


| 


| 








ern world’ as if legerdermain on the bench could 
make the charter of 1787 cover any act his Ad- 
ministration deems necessary. To the everlasting 
credit of the Supreme Court it has refused to take 
such an attitude. ... The difficulties confronting 
the President ought to be clearly recognized, but 
they do not seem to justify the course he seems 
to have taken.” 

Similarly, the Wall Street Journal (Ind.), con- 
tends that “to subordinate the judiciary to the 


legislative or executive 
et price ll branch of government 


would be to do away with 
ITS INDEPENDENCE the judiciary as we have 


known it for a century and a half. ... If and 
and when there is no longer a coordinate and in- 
dependent judiciary there will no longer be a 
written Constitution.” 

The New York Sun (Ind.) is dubious of the 
effect on the judiciary of “such moral suasion” 
as it sees the President attempting in his mes- 
sage. It reminds its readers that all members of 
the Court concurred in the decision voiding NRA 
and that on that occasion “the most ‘liberal’ mem- 
ber of the Supreme Court declared that it was 
‘delegation running riot’.”. The Sun does not 
think the highest judicial tribunal should “aban- 
don its historic function of reading the laws in 
the light of the Constitution.” 

Judicial review also appeals to the Richmond 
News-Leader (Dem.) as something that cannot 
safely be tampered with. 


“Gradually,” says the Richmond paper, “the 
American people are coming to realize that the 
JUDICIAL Review ‘SUPreme Court is the 

guardian of individual 


NOT A FUNCTION rights. The country does 
TO BE SACRIFICED not yet perceive that the 


Court has, in a sense, to be the third chamber of 
the national legislature, the chamber of review. 

“It may be necessary now to vest in Congress 
the control of wages and hours of labor under a 
broader classification of interstate commerce; but 
it would be dangerous in the extreme to abolish 
judicial review of those measures.” 

The Cincinnati Enquirer (Ind.) thinks that in 
his message Mr. Roosevelt may have been merely 
sending up “a trial balloon to find out whether 
public sentiment will support a more direct limita- 
tion on the Court’s power, or alternatively, a pro- 
posal to amend the Constitution,” though his 
message, in the Cincinnati paper’s opinion, be- 
trays that “he is determined to expand the 
sphere of Federal control.” 
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(Editor’s Note.—Letters are selected 
on the basis of maximum interest to 
readers. Excerpts only can be pub- 
lished because of limited space. Com- 
munications not intended for publi- 
cation should be so marked.) 


High Tax Trends 

Sir:—The real Forgotten Men and 
Women of this country today are those 
who work hard, save to provide their 
own social security now and when they 
zet old and ask no favors of Govern- 
ment or anyone else. 

These peop'e, the great majority of 
our citizens, got along well under such 
constitutional Presidents as Cleveland, a 
Democrat, and Theodore Roosevelt, a 
Republican, both of whom insisted upon 
economy and promoted the cause of 
civil service, so essential to good gov- 
ernment. 

The great majority of our business 
men, big and little, are honest and need 
no laws to make them so and if such 
laws are necessary they should be en- 
acted and enforced by the States, which 
know their local troubles and conditions 
best. 

It is said that the total cost of gov- 
ernments, local, State and National, has 
increased from 5 to over 25 per cent of 
the national income during the last 150 
years, and no country can be truly pros- 
perous for the common people when so 
much is absorbed by government, be- 
rause in the last analysis it is they who 
pay it because it is they who own the 
great bulk of the nation’s wealth. 

If these things be true then there is 
just one sure method by which you 
newspapers, magazines and other moul- 
ders of public opinion can help the peo- 
ple to regain their freedom and defeat 
the rapacious politicians, and that is by 
constantly pounding for substantial re- 
ductions in taxation. 

The Nebraska taxpayers’ league has 
been working at it for years and has cut 
the tax bill by 40 per cent and expects 
to do more. It can be done all over the 
nation. Think what it would mean to 
a family with an annual income of $2,000 
to have its total tax cost of $500 a year 





cut to $300, saving $200 in reduced cost 
of auto and gas, cigarettes and many 
other daily items of expense and in- 
direct taxes. 

Grafting politicians would not be so 
eager for office or spend so much to get 
elected if the pickings were not so allur- 
ing, and the art of government would 
become more economically business- 
like... 

It was Grover Cleveland who said that 
the Government had no property that 
it had not taken from its citizens, and 
that it had nothing to give away to 
anybody. 

Let the slogan “Reduce Taxes” become 
your motto, not now alone, but always. 
Cleveland, Ohio. F. W. JESSOP. 

x** * 


Criticism of Relief Methods 

Sir:—I read with a lot of interest what 
all the mayors and others had to say in 
your issue of Dec. 14 about relief. 
All seem agreed that we must have some 
sort of relief for a good many years to 
come.... 

But it would seem to me that it should 
be administered in as economical a way 
as possible, always keeping in mind that 
the actual destitute are the ones to get 
relief. This being the case, some sort of 
system should be devised to keep on re- 
lief rolls only those who need to be 
there. ... 

At Christmas time Muskogee County, 
Okla., had 2,200 on relief rolls—673 non- 
relief and 1,527 relief. You will see that 
more than 30 per cent of the clients 
were non-relief. The officials were allowed 
a leeway of 10 per cent non-relief. This 
permitted a lot of pets, friends, kinsmen, 
favorites and ornamentals, etc., to be 
put on the rolls at the better salaries. 
Needed? No. They could use the sal- 
aries. The 30 per cent non-relief persons 
in this county probably used 50 per cent 
of the relief allocations. ... 

When relief suddenly halts, as it fre- 
quently does, the $175 per month super- 
visor does not stop collecting his salary. 
It is the $29 man who must o the wail- 
ing. 

The case workers put clients on relief. 
Then when money runs low, the order 


see 








goes out to cut the rolls. Some foreman 
or timekeeper who has given the matter 
no consideration gives the ax to the 
ones that he wishes to get rid of for 
reasons personal. ... Just slashing re- 
lief, without any regard to the merits of 
the ones being slashed seems cold- 
blooded and idiotic. It is not workers that 
need dropping as much as are non-re- 
lief clients and higher salaried ad- 
ministrators, pets and the fellows with 
the pull. ... 

Relief is as necessary for many persons 
as it has ever been. The thing to do is 
to economize. Get it down on a basis 
where we can afford it. Cut out the 
fancy salaries, and the waste of money 
for overhead, rents, etc... . Better that 
a hundred of the favored high-sal- 
aried officials should drop into the dis- 
card than for one destitute client with a 
sickly wife and six hungry, under- 
nourished children to be kept from get- 
ting his share of the money that was ap- 
propriated for him. J. W. DUNLAP. 
Muskogee, Okla. 
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For a Moral Revival 

Sir:—I greatly appreciate the article 
by Mr. David Lawrence of Dec, 21, 
“Bridges from Man to Man.” The world 
is passing through a radical change and 
can never be what it has been. We have 
passed the forks of the road and gone 
too far the wrong way. It will be hard 
to turn, but we cannot hesitate; we must 
go back to the cross and take the road 
of spiritual guidance to a higher civili- 
zation or go on in confusion and apathy 
to chaos and desolation. 

We are altogether too susceptible to 
flattery and propaganda. A few million 
jollars’ worth of propaganda can swing 
public sentiment any way. Anything 
harmful to anyone in any way is wrong, 
and wrong is not entitled to any rights. 

. Morality is not religion, but religion 
is the foundation of our standard of 
morality, hence the value of a spiritual 
revival, 

Nobly has the church done her part 
and nobly will she continue; but the 
church hasn't revived enough to blow 
the moral horn loud enough to reach 





those who will not hear. It is up to the 
press and radio to help turn the tide to 
save our civilization. F. U. HARDMAN, 
Santa Cruz, Calif. 

x* ek 


More Than One God? 

Sir:—Your back page of Dec. 21 
(“Bridges from Man to Man”) was more 
interesting than all the rest of the issue, 
but I think you overlooked something. 
Concerning the reference to God not one 
of your men quoted mentioned what God. 
The important thing is to know which 
God one serves. 

The being who caused to be written 
the First Commandment knew there 
were, or would be, other Gods. It seems 
unwise to ignore the fact. , 
Troy, Kans. ALBERT ROSEVEAR. 

2 @ 


Is the New Deal Anti-Federalist? 
Sir:—You and the average run of the 
American editorial group fit very pre- 
cisely into the defunct old Federalist 
would-be leaders who never understood 
the new theory of government announced 
to a skeptical world in the Declaration 
of Indepedence. When the sound Ameri- 
can opinion of that day rolled the na- 
tion back into the hands of the author 
of that novel document they made 
themselves a general nuisance through- 
out Jefferson’s two adminstrations. 
DesPlaines, Ill. E, M. NORTH 
es & @ 


Keener Social Conscience 

Sir:—I wish you and your staff a 
prosperous New Year. You have given 
to your readers what they craved—facts. 

Many important facts have been re- 
vealed to us during the past year. We 
have been educated to the needs of hu- 
manity as never before in the history of 
our great nation, through the press and 
on the air. As we pass from the old to 
the new year, may each citizen of our 
great nation step over the threshold 
better prepared to meet conditions, with 
renewed courage, a nobler spirit and a 
deeper, broader love for humanity. 
Years of depression have drawn us near 
to the need of others. ALICE WILKINS. 
Sharonville, Ohio. 
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Cartoonist Carlylse for the Charleston Daily Mail 


As If That Were Any of the Horse’s Business 


What the Editors 
Are Saying About: 


Unicameral Legislatures 
Methods to End Kidnaping 
Abolishing Child Labor 
$3,600 Family Income 


* * * 
NEBRASKA'S new legislature, which opened last 

week with only one house of much smaller mem- 
bership elected on a non-partisan basis is credited 
with definite advantages by 72 per cent of com- 
menting newspapers. To the others it is only an 
experiment. 

Reduced cost is said to be one chief advantage of 
the unicameral legislature with a reduction to 43 
members. The legislature is expected to cost $75,- 
000 in salaries for two years, compared with the 
former cost of $320,000 for Senate and House. 

xk 





The Crime of Kidnaping 


RECURRENCE of kidnaping arouses discussion 
in the press as to effectiveness of measures 
taken to stamp out the crime. The Mattson case 
does not, in the judgment of 61 per cent of com- 
menting newspapers indicate failure on the part 
of the laws or the enforcement officers. The other 
39 per cent insist more stringent laws are needed. 
Some editors point out the crime has been made 
less safe for the criminal than bank or mail rob- 
bery. They insist Federal and State cooperation 
checked the wave of such crime in recent years. 
Others point out that eternal vigilance is the only 
preventive. 
x~*e* 


Child Labor Prohibition 


IFFICULTIES surrounding the campaign against 

child labor again are emphasized by the press, 

as President Roosevelt, at a conference with news- 

paper men, discloses his purpose to seek legislation 
on the subject. 

It is indicated by 44 per cent of commenting 
newspapers that there are obstacles to ratification 
of the child labor amendment, which has been be- 
fore the country since 1924. The campaign for the 
amendment is indorsed by 56 per cent of the press. 

















Cartoonist Sykes for the Boston Evening Transcript 


Rush Repairs 





Advocates of the amendment argue that child 
labor imperils health, especially in mills; that it is 
an injustice to the weak, and bad for business. 

Extreme objections to the amendment point to 
the fact that a committee of the American Bar 
Association has voiced belief that no ratification at 
this time would be legal, principally because of the 
fact that one or both branches of 13 legislatures 
have at one time rejected the amendment. 

x * * 


Income Goal of $3,600 a Year 


NLY 14 per cent of commenting newspapers agree 
with the American Federation of Labor in the 
statement that each family in the United States 
should receive a minimum of $.,600 a year. Pro- 
duction of wealth, advises 84 per cent of the press, 
would not support such an average income for each 
family. Ability to attain the desired production is 
seen by the minority. 

It is pointed out that the dollar must be meas- 
ured by the amount that it will buy and that a 
generally high level of income would lower the 
purchasing value of the dollar. 

Some editors argue that the proposed income 
“would not raise the submerged to a high standard 
of living,” but would be a disadvantage to the well- 
to-do members of a community. 
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OF THE 15 State legislatures 

which convened during the 
one stood to receive 
than the routine 
notice. Nebraska on 
launched the 
one-house non-partisan 
lative body, and the public was 
given an opportunity to watch 
a unicameral legislature in ac- 
tion for the first time in exact- 
ly 101 years. 


week, 
more news 
Jan. 5 


nation’s only 


legis- 


The other State lawmaking bodies 
which assembled were: Jan. 4, 
Idaho and Montana; Jan. 5, Ala- 
bama, Minnesota, Pennsylvania and 
Rhode Island; and Jan. 6, Connecti- 

ut, Illinois, Maine, Massachusetts, 
Missouri, New Hampshire, New York 
and Vermont. 

The Nebraska session was brought 


about by a State constitutional 
amendment adopted Nov. 6, 1934. 
This measure abolished a _ lower 


house of 100 members and an up- 
per house of 33 members, elected on 
the basis of party affiliations, and 
Substituted a body of 43 members 
elected by a non-partisan ballot. 
The new body assembled in the 
former House of Representatives 
chamber of the $10,000,000 capitol 
in Lincoln, and planned to use the 
former Senate chamber as a com- 
mittee room. As yet the body is 


. 


official title, the law 
having been remiss on that point. 
United States Senator George W 


without an 


Norris missed the opening of Con- 
gress to be present at the begin- 
ning of this experiment in politi- 

1 science for which he is largely 
esponsible. He told the legislators: 

“Every professional lobbyist, every 
professional politician and every 
representative of greed and monop- 
oly is hoping and praying your work 
will be a failure.” 

Meantime, while there is some 
Speculation on the success of the 
venture, the principal arguments for 


and against it have been marshaled 
as follows: 

fixes responsibility 
cuts costs; simplifies 


Favorable: It 
on individuals; 


| procedure, and attracts better quali- 


fied members. 

Unfavorable:—It is a step toward 
dictatorship; interferes with farm- 
ers’ representation; is un-American 
because it is non-partisan; and de- 
the system of checks and 
balances. 

A call of the roll of the other leg- 
islatures which got under way dur- 
ing the week reveals: 

ALABAMA.—The Legislature came 
back into its special session Jan. 5 
after a recess of 17 days. Two meas- 
ures to the fore were the state 
stores liquor bill and the general 
Sales tax bill. 

CONNECTICUT.—The Legislature 
convened Jan. 6 facing a double fi- 
Lancial problem—first, the funding 
of a $14,000,000 State deficit; and 
then the financing of an $11,000,000 
institutional building program. The 
session will be the fourth since 1931 
to be called on to abolish old justice 
courts and inferior town, city, bor- 
ough and police courts, replacing 


stroys 


them with a system of 33 district 
courts. 

IDAHO.—The Legislature conven- 
ed Jan. 4 to face in its 60-day ses- 
sion such problems as: Revision of 
the State liquor laws, consolidation 
of certain departments to centralize 
purchasing and tax collections; es- 
tablishment of a permanent legisla- 
tive reference bureau; revision of 
social security laws; production of 
additional revenue to meet demands 
for education, relief and social se- 
curity; creation of a State police 
force; revision of criminal and di- 
rect primary laws. 

ILLINOIS.—The Legislature con- 
vened Jan. 6. 

MAINE.—The Legislature met Jan. 
6 determined to find $5,000,000 in 
new revenue, part of which wiil be 
needed to meet an estimated deficit 
of $2,000,000 at the end of the fiscal 
year, June 30. 

MASSACHUSETTS.—The Legisla- 
ture convened Jan. 6 with Governor 
Hurley, newly inaugurated, calling 
for a program of “sane economy,” 
and repeal of the pre-primary law, 
among other things. 

MINNESOTA, — The Legislature 


| anti-crime 


_ FIFTEEN LEGISLATURES MEET 


vened Jan. 4 facing the necessity 
c* keeping the State pay roll within 
bounds. 

NEW HAMPSHIRE.—The Legisla- 
ture convened Jan. 6 with the need 
of finding some way to meet an an- 
ticipated $2,000,000 deficit. 

New York.—The Legislature con- 
vened Jan. 6 to hear reelected Gov- 
ernor Lehman ask for action on so- 
cial security, unemployment relief, 
minimum wage legislation, ratifica- 
tion of the child labor amendment, 
Slum clearance, mortgage financing, 
and highway safety 


| measures. 


PENNSYLVANIA, — The Legisla- 
ture convened Jan. 5 with Governor 
Earle asking for a commission to 
Study the bootleg coal situation in 
ws@ anthracite regions, regulation of 
company towns, stores and houses; 


measures for slum clearance and 
low-cost housing; the abolition of 
sweatshops; and enactment of 


maximum hour laws for women and 
more liberal workmen’s compensa- 
tion measures, 

RHODE ISLAND.—The Legislature 


} convened Jan. 5 to solve problems 


convened Jan. 5 with Governor Ben- | 


son, newly inaugurated, asking for: 
A civil service bill, consolidation of 
relief and public welfare activities, 
mandatory registration of lobbyists, 
a fair trade practices act, and en- 
couragement of rural electrification. 


MISSOURI.—The Legislature con- 
vened Jan. 6 to face, among other 
issues, the making of State social 
security legislation conform to the 
Federal Social Security Act, and to 
decide whether the sales tax should 
be increased to meet old-age pen- 
sion and relief demands. 

MONTANA.—The Legislature con- 
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Jan. 20th— New Inauguration Day. 


Still the best way to Washington— 
Chesapeake and Chio 








This transportation system boasts 


the “common touch.” 


That complete 


understanding of both passengers’ and 
shippers’ needs is best expressed in the 
phrase, “The Railroad with a Heart.” 


The George Washingto 


The Finest Fleet of Air Cor 


e The Sportsman 


ditioned Trains in the Wor 


® The F.F.V. 








Georee Washington's Railroad 
Original Predecessor Company Founded by 


George Washinoton in 1785 





affecting money, social welfare and 
governmental rights. 
VERMONT.—The Legislature con- 


| vened Jan. 6 to face issues of in- 
| creased appropriations for old-age 


| Child Labor Amendment. 





relief and the public welfare. 
x~*ek 


THE PRESIDENT’S APPEAL 


YRESIDENT ROOSEVELT has | 


called the attention of 19 State 
governors to an issue which he 
hopes they will bring before their 
respective legislatures. It is the 
If 12 of 
the States so contacted ratify the 
measure which has been pending 
since 1924, it will become a part of 
the Federal Constitution. Twenty- 
four States so far have acted af- 
firmatively. 

The Executive in his letter of ap- 
peal of Jan. 8 to the State heads, 
wrote: 

“I am sure that you will agree 
with me that one of the most en- 
couraging developments of the past 
few years is the general agreement 
that has been reached that child 
labor should be permanently abol- 
ished. 

“Outstanding gains were made 
under the NRA codes which have 
been maintained in many establish- 
ments through the voluntary coop- 
eration of employers. 

“However, it is clearly indicated 
that child labor, especially in low 
paid unstandardized types of work, 
is increasing. I am convinced that 
nation-wide minimum § standards 
are necessary and that a way should 


| be found promptly to crystallize in 








legal safeguards public opinion in 
behalf of the elimination of child 
labor.” 

The President's letter was addres- 
sed to the governors of New Mexico, 
Nevada, South Carolina, New York, 
Texas, Nebraska, Maryland, Con- 
necticut, Florida, Massachusetts, 
North Carolina, Rhode Island, South 


| Dakota, Vermont, Tennessee, Dela- 


ware, Georgia, Kansas and Ten- 
nessee. 
x * * 
TO REDUCE AUTO FATALITIES 
(THERE is only one way to reduce 
the 37,000 annual automobile 
deaths in the United States, in the 
opinion of Labert St. Clair, Direc- 
tor of the Accident Prevention Con- 
ference, who has just returned from 
an 8,000-mile transcontinental tour 
of the United States on which he 
discussed traffic problems with 
State and local officials. 
The answer, he says, lies in radi- 
cal revision of highway accident 
prevention methods. 


RIGID SPEED LAWS URGED 

As a result of his survey trip, Di- 
rector St. Clair is laying the follow- 
ing recommendations before the 
conference: 

That maximum speeds be defi- 
nitely reduced to 50 miles an hour, 
by governors on engines or other 
mechanical devices, if necessary. 


That safe headlights be made 
compulsory on all cars. 
That wherever possible, hard- 


surface roads be divided by ridges 
of metal, concrete or other mate- 
rial to prevent head-on collisions. 

That jaywalking be made a pun- 
ishable offense and such laws rig- 
idly enforced. 

That compulsory regular inspec- 
tion of cars of all ages and junking 
of dangerously old cars be provided 
for by law. 

That uniform drivers’ license and 
traffic laws, with a strict examina- 
tion and suspension provisions be 
passed in all States. 

That Federal and State bureaus 
of education promote accident pre- 
vention and reject safety material 
carrying advertising. 


YEAR’S HIGH DEATH RECORD 

Meantime, the National Safety 
Council has branded as the major 
cause of 1936’s automobile traffic 
accidents—‘“reckless speed, careless- 
ness, and intoxication.” 

The agency pointed out that 1936 
closed with probably an all-time 
high in number of persons. killed 
and injured in traffic accidents, 
eclipsing the 1935 record of 37,000 
dead and 1,285,000 injured. 






... and here's 


THE CURE: 


Underwood Elliott Fisher 





Fanfold Machines... with Fanfold Forms 


Underwood Elliott Fisher Fanfold 
Machines solve the problem of writ- 
ing office forms with speed, economy 
and accuracy. By a very simple 
process they combine all the related 


forms of a business into a single con- 
tinuous form. They not only make 
it possible to write all of them at a 
single typing but they make it im- 
possible for someone to forget to 
type an essential copy of the form. 

Unsurpassed speed and accuracy 
are two of the outstanding charac- 
teristics of the Underwood Elliott 
Fisher Fanfold System... economy 
is a factor that develops as a matter 
of course. The savings in operator's 





NIGHTMARE 
y ERRORS... 


The fate of the Executive with a 
Moss-Grown Record Writing System 


< Fanfold Wachines 


time, in carbons, 
in printing costs 
usually pay for 
an entire installation after only a 
few months of operation. 

Practically every railroad in the 
country is using Underwood Elliott 
Fisher Fanfold Machines today... 
using them not only for the extra 
speed and economy that they pro- 
vide, but for the absolute accuracy 
that is essentialtorailroadoperation. 
Thousands of other businesses are 
using them too. 

Mail the coupon for free 
copy of “Modern Record 
Writing the Fanfold Way” 


UNDERWOOD ELLIOTT FISHER 


City. 







Name of Business, 


Address. 







Underwood Elliott Fisher Automatic Feed Machine. One of twotypes of Fanfold 
Machines that are in general use by leading organizations throughout the 
country today, Be sure to ask about new record low prices beginning at $190, 


or telephone or write our nearest 
Branch asking for complete demon- 
stration, Be sure to do one of these 
things today. 


Accounting Machine Division 
UNDERWOOD ELLIOTT FISHER COMPANY 
Accounting Machines... . Typewriters 


Carbon Paper, Ribbons and other Supplies 
One Park Avenue, New York, N. Y. 
Sales and Service Everywhere 


Underwood Elliott Fisher Speeds the World's Business 


Accounting Machine Division 

Underwood Elliott Fisher Company 

One Park Avenue, New York, N.Y. 

Please mail without obligation of coarse free copy 
of ‘Modern Record Writing the Fanfold Way.”’ 





Your Name. 








USN 1-11-97 
State. 























1. “We're pretty proud of the Bayer 
plant. It is one of the show places of 
Rensselaer, N. Y., and we think it de- 
serves to be. We have spared nothing 
to make it the last word in cleanliness 
and efficiency. Just see how many 


| places we use Monel Metal to guard 
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S. “Even the carton packing is done on 
tables of that tough, wear-resisting metal. 


6. “A corps of chemists is constantly 
making analyses of raw materials and of 
our product at each step in manufacture. 
They detect...and throw out...any batch 
that fails to meet the highest possible 
standard. Their reports are convincing 
evidence that Monel Metal is a depend- 
able safeguard against rust and metalli¢ 
contamination.”’ ; 

7. Dramatic is Monel’s resistance to cor- 
rosion in protecting the purity of drugs, 
but not more dramatic than its protection 







“(In the Modern Bayer Plant...Monel is 
no ‘Needle 


’ 






Bayer Aspirin against contamination. 
2. “After the first chemical reactions 
take place, we dry the aspirin on Monel 
Metal trays. Then the dry powder goes 
into the Monel Metal hoppers of our 
tablet pressing machines. And the 
finished tablets slide down Monel 


of foods, beverages, dyestuffs, chemicals. 
Dramatic, too, is Monel’s resistance to 
wear and mechanical stresses in power 
plants and engine rooms; its agelessness 
as roofs of monumental buildings; its 
permanent beauty in equipment for the 
kitchens of modern homes. 


Which of Monel’s many good qualities 





Menel Metal is a registered trade-mark applied to an alloy 


ystack’”! 


It would almost be easier to tell where we don’t use it than where we do” 
— DR. WILLIAM HIEMENZ, Vice-President and Plant Manager of The Bayer Company, Inc. 





chutes into hoppers that are also Monel. 
3. “Sharp eyed inspectors, seated at 
Monel Metal tables, look over every tab- 
let and reject all those which are broken 
or imperfect. 

4. “Automatic box and bottle fillers 
utilize Monel. 





could be useful to you, in saving costs in 
your manufacturing processes or increas- 
ing the salability of things you make? 
Perhaps one of Inco’s engineers can help 
you answer that question to your profit. 
Write, today, to 


THE INTERNATIONAL NICKEL CO., INC. 
67 Wall Street New York, N.Y. 


=MONEL METAL 


two-thirds Nicke! and 





one-third copper. Monel Metal is mined, smelted, refined, relied and marketed solely by international Nickel. 
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Rising Revenues Expected to Overtake Outlays and Provide Surplus For Re- 
ducing Debt—Billion and a Half Dollars For Relief in 1938 


President Roosevelt’s message to Congress, Jan. 6, 
transmitting the Federal budget for the fiscal year 
ending June 30, 1938, follows in full text: 


TO THE Congress of the United States: 


transmit herewith the Budget of the United States Government for the 
fiscal year ending June 30, 1938, together with this message, which is a 


part thereof. 


The estimates have been developed after careful analysis 


of the revenues, obligations, and reasonable needs of the Government, and 


I recommend appropriations for the purposes specifically detailed herein. 
+ . 


Part | 

THE programs inaugurated during 

the last four years to combat 
the depression and to initiate many 
needed reforms have cost large 
sums of money, but the benefits ob- 
tained from them are far outweigh- 
ing all their costs. We shall soon 
be reaping the full benefits of those 
programs and shall have at the 
same time a balanced Budget that 
will also include provision for re- 
duction of the public debt. 

The fiscal plans of the Federal 
Government for these four years 
have been formulated with two ob- 
jeciives in mind. Our first was to 
restore a successful economic life to 
the country, by providing greater 
employment and purchasing power 
for the people, by stimulating a 
more balanced use of our produc- 
tive capacity, and by increasing the 
national income and distributing it 
on a wider base of prosperity. Our 
second was to gain new advantages 
of permanent value for the Ameri- 
can people. Both of these objectives 
can be accomplished under a sound 
financial policy. 


BUSINESS IMPROVEMENT 

Business conditions have shown 
each year since 1933 a marked im- 
provement over the preceding year. 
Employment in private industry is 
increasing. Industrial production, 
factory pay rolls, and farm prices 
have steadily risen. 

These gains make it possible to 
reduce for the fiscal year 1938 many 
expenditures of the Federal Govern- 
ment which the general depression 
made necessary. Although we must 
continue to spend substantial sums 
to provide work for those whom in- 
dustry has not yet absorbed, the 
1938 Budget is in balance; and, ex- 
cept for debt reduction of $401,515,- 
000, it will remain in balance even 
if later on there are included addi- 
tional expenditures of as much as 
$1,537,123,000 for recovery and relief. 
We expect, moreover, if improve- 
ment in economic conditions con- 
tinues at the present rate, to be 
able to attain in 1939 a completely 
balanced Budget, with full provision 
for meeting the statutory require- 
ments for debt reduction. 

In carrying out this policy the 
American people are obtaining last- 
ing benefits. Economic protection 
of the aged and physically handi- 
capped is being secured through the 
operations of the Social Security 
Act. Ability of the farmer to ob- 
tain a more constant livelihood has 
been enhanced by the enactment of 
legislation especially designed for 
that purpose. The home owner has 
been benefited through the financ- 
ing of mortgages at reasonable rates 
of interest. Investors in securities 
are being given a larger measure of 
frrotection by the Securities and Ex- 
change Act. The market for cor- 
porate securities has been restored 
and industry has been able to 
finance its long-term requirements 
on a favorable basis. The rights of 
labor are being materially advanced 
through operation of the National 
Labor Relations Act. 


GELIEF ESTIMATES 

I plan to submit at a later date an 
estimate of appropriation for addi- 
tional relief for the fiscal year 1938, 
which I hope will not exceed the 
amount of $1,537,123,000, previously 
mentioned. This hope is based on 
the assumption that industry will 
cooperate in employing men and 
women from the relief rolls in larger 
numbers than during the past year. 

Many of those in charge of in- 
dustrial management, recognizing 
their obligation to the nation, have 
furnished a large measure of em- 
ployment to the jobless. Today, 
while it is true that in some sec- 
tions of the country certain types 
of skilled workers are still seeking 
employment, it is nevertheless a 
fact that the great majority of those 
now receiving relief belong to the 
unskilled group. 

It is my conviction that if every 
employer or potential employer will 
undertake during the next six 
months to give employment to per- 
sons now 
help, the national Budget can there- 
after be kept definitely in balance. 
Without such cooperation on the 
part of employers, the question of a 
balanced Budget for 1938 must of 
necessity remain an open one, for 
the very good reason that this Gov- 





any more than during the past four 


starve. 
To continue the gains we are 
making and to accomplish in the 


1939 Budget a complete balance be- 
tween receipts and expenditures in- 


| cluding debt reduction, we must now 


| fiscal 


lay the groundwork of our future 
policy. 
While relief expenditures should 


decline with greater reemployment, 


the normal growth of the country 
naturally reflects itself in increased 
costs of Government. Many of the 


| old functions and duties of Govern- 








| establish the Corps as a permanenv 


receiving Government | 
| emergency agencies and corpora- 


ernment does not propose next year, | 


ment naturally cost more as the in- 
dustrial and agricultural activities to 
which they are related expand in 
volume. 


GOVERNMENT REFORMS 

The cost of new functions and 
duties can be substantially reduced 
only by curtailing the function or 
the duty. I propose shortly to sub- 
mit to the Congress a broad plan for 
placing the Executive Branch of the 
Government on a sounder and more 
responsible basis of management. 

The carrying out of such a plan 
will undobtedly result in some sav- 


ing in expenditures; but it must be | 


remembered that what is generally 
known as overhead represents only 
a small fraction of total expendi- 
tures in any large business, Govern- 
ment or private. 

Expenditures must be planned 
with a view to the national needs; 
and no expansion of Government ac- 
tivities should be authorized unless 
the necessity for such expansion 
has been definitely determined and 
funds are available to defray the 
cost. 

In other words, if new legislation 
imposes any substantial increase in 
expenditures either in the expan- 
sion of existing or the creation of 
new activities, it becomes a matter 
of sound policy simultaneously to 
provide new revenue sufficient to 
meet the additional cost. 

The success of such a policy can 
be assured only through the full and 
friendly cooperation of the Congress 
and the Executive. Of this coopera- 
tion I am confident. 


Part II 


Recommendations 

Temporary miscellaneous internal- 
revenue taxes.—I recommend that 
the Congress take steps by suitable 
legislation to extend the miscella- 
neous internai-revenue taxes which 
under existing law will expire next 
June and July, and also to maintain 
the current rates of those taxes 
which would otherwise be reduced 
next June. I consider that the reve- 
nue from such taxes or its equiva- 
lent is necessary for the financing 
of the Budget for 1938. 


rovisions of law 1 | : 
Pursuant to pro | any such agency or corporation. 





requirements of the regular depart- 
ments and establishments; and I 
recommend that a provision to that 
effect be included in any future 
legislation for the continuance of 


Part Ill 
Review of the Fiscal Years 1936 and 
1937, and the Fiscal Program for 
1938. 
This review concerns itself with 
the cash actually received and paid 


| out by the Treasury in the fiscal 
years, to allow American families to 


year 1936, with the estimates of re- 
ceipts and expenditures for the fiscal 
year 1937, and with the fiscal pro- 


gram for 1938. 





Postal receipts.—The estimates of 
appropriations for the Postal Serv- 
ice included in the 1938 Budget are 
predicated upon the continuance 
during that fiscal year of the 3-cent 
postage rate for first-class mail 
other than for local delivery. While 
the Government makes a profit on 
first-class mail, the Postal Service 
is not self-supporting because it 
carries other classes of mail at a 
considerable loss. It should be the 
definite policy of the Government to 
operate the Postal Service out of 
postal receipts, and a continuation 
of the 3-cent rate will be a neces- 
sary step toward the accomplish- 
ment of this purpose 

Civilian Conservation Corps.—The 
Civilian Conservation Corps has de- 
monstrated its usefulness and has 
met with general public approval. 
It should be continued. I intend 
shortly to submit a supplemental 
estimate of appropriation to carry 
the Corps from March 31, 1937, to 
the end of the current fiscal year; 
and I strongly recommend that Con- 
gress enact during its present ses- 
sion the necessary legislation to 





agency of the Government. 
Expenses of Emergency Agencies. 
—There are included in the 1938 
Budget, pursuant to the direction of 
Congress at its last session, esti- 
mates of appropriations for the ad- 
ministrative expenses of certain 


tions. Such of the emergency agen- 
cies and corporations as may be 
continued by Congress should have 
all of their expenditure require- 
ments made subject to the same 
scrutiny that is given by the Bureau 


of the Budget to the expenditure } 


FISCAL YEAR 1936 
Receipts.—Treasury 
the year 
amounted 
$295,000,000 
year ago. 


reccipts for 
ended June 30, 1936, 
to $4,115,956,615, about 
less than estimated a 
As a result of Supreme 


| Court decisions, the Government lost 


about $457,000,000 in revenue from 


As previously indicated, the original 
estimate has been affected to the ex- 
tent of $457,000,000 as a result of the 
invalidation of taxes levied under 

| the Agricultural Adjustment and 

| Bituminous Coal Acts and by the ad- 
ditional expenditure of $1,673,493,- 
000 under the Adjusted Compensa- 
tion Act. If it had not been for the 
increase in the deficit due to these 
causes, the net deficit for the-fiscal 
year 1936 would have been about 
$452,000,000 less than that originally 
estimated. 

The increase in the gross public 
debt during the year amounted to 
$5,077,650,869, but this sum included 
an increase of the balance in the 
general fund of the Treasury of 
$840,164,664. The gross public debt 
on June 30, 1936, was $33,778,543,494. 

| Fiscal year 1937 

| Receipts.—The income of the Fed- 

| eral Government during the fiscal 
year 1937 will increase sharply over 

| that of 1936. It is expected that the 

| total revenue from all sources (ex- 


dications expenditures for the fiscal 
year 1937 (exclusive of expenditures 
from postal revenues) will amount to 
$8,480,804,400. Exclusive of statutory 
debt retirement and adjusted com- 
pensation payments, the total ex- 
penditures will amount to $7,512,- 
779.000, an increase over comparable 
expenditures for 1936 of $507,714,000. 
This amount is made up of in- 
creases of $371,192,000 on account of 
the Social Security Act, $85,603,000 
on account of interest on the public 
debt, $194,161,000 for the general 
public works program, $123,442,000 
for national defense, and $221,914,- 
000 for other purposes; and de- 
creases of $93,321,000 for the Veter- 
ans’ Administration, $74,996,000 for 
the agricultural adjustment pro- 
gram, and $118,281,000 for the Civil- 
ian Conservation Corps. 
The amount of the recovery and 
| relief expenditures has been esti- 


mated at $2,166,157,000, but there is | 


| included in the supplemental ex- 
penditure items $650,000,000 from an 





I. REcEIPTs: 
1. Revenues 
Internal revenue 
Customs ssa ake 
Miscellaneous revenues 


Total, revenues 


es 
IV. MEANS OF FINANCING DericitT: 
1. Decrease in working 
2. Borrowings: 


Increasing the publ 


COO meme meee eeenene 


Replacing debt retirements 


Total, means of financing 


GENERAL BUDGET SUMMARY 


Balanced Statement as Required by the Budget and Accounting Act 


(U.S. C., Title 31, See. LL (F)) 


Estimated, fis- 
cal year 1938 
$6,648,432,000 


463,000,000 
151,550,529 


eee eee eerereresesenes 
eee eee ener eneeeene 


7,262,982,529 


BS. TRORUIBATION WHOM BEBGEE 6. i ccccscccccccccccee oe 30,624,668 
rt COIN 6h. d5605s sc cancntecenees 7,293,607,197 
II. EXPENDITURES: 
1, Legislative, judicial, and executive ...... 41,344,300 
2. Civil departments and agencies ......... 708,392,178 
3. General Public Works Program ......... 451,108,963 
4. National defense Rr eee 980,763,000 
5. Veterans’ pensions and benefits ......... 577,524,000 
Adjusted comp. payment .............. ne 
6. Agricultural adjust. program ........... 482,400,000 
7. Civilian Conservation Corps ............. (*) 
Pr rrr rere 295,974,000 
Old-age reserve account .............6. 540,000,000 
9. Debt charges: 
Interest VESe Te TOT TUT Terre Ter re 860,000,000 
NN 9s ac ee pee wees ue cava ahe Ss 401,515,000 
IE, PE ocd teas KhedekeeweekGaner ws 52,946,900 
Sey me GUNG PONCE . .ockcescccctesceseen $316,030,913 
13. Gapplemental items ...cccccccccccececces 450,000,000 
Total, expenditures ..... pi etdesendes 6,157,999,254 
Te SD” san cdck Cenk te G0 leee uaataeeekiwes cacet 1,135,607 ,943 


2 


NG 49) cnicdvee-- ° S¥indavensds 


ic debt 


Actual fiscal 
year 1936 


Estimated, fis- 
cal year 1937 
$3,512,851,608.15 
386,811,593.69 
210,824,951.84 


$5,189,020,000 
446,800,000 
160,500,485 
4,110,488,153.68 
5,468,461.45 


°5,796,320,485 
31,830,234 


5,828,150,719 


4,115,956,615.13 
39,812,725.75 
572,580,751.82 
124,428,970.29 
764,439,126.94 
674,092,867.09 
,673,492,531.72 
542,605,751.95 
486,281,193.58 
28,445,292.50 


41,390,550 
649,538,698 
318,590,000 
887,881,080 
580,771,465 
563,500,000 
467,610,000 
368,000,000 
174,637,500 
225,000,000 


_ 


749,396 801.68 
403,240,150.00 
44,185,625.78 
2,776,796 ,468.51 


835,000,000 
404,525,000 
48,203,100 
2,166,157,100 
750,000,000 


°8,480,804,493 


2,652,653,774 


900,128,774 


403,240,150.00 
4,360,601,492.48 


404,525,000 
1,348,000,000 





2,652,653,774 4,763,841,642.48 








* Funds for continuation of the Civilian Conservation Corps are included under “Supplemental items.” 

+ To be increased by any amount appropriated by Congress for recovery and relief for the fiscal year 1938. 
As indicated in the message it is hoped the amount will not exceed $1,537,123,000. 

+ There will be a further reduction in the working balance of $100,000,000 for the purpose of retiring national 
bank notes, thus effecting a reduction in the public debt of this amount. 








taxes levied under the Agricultural 
Adjustment Act and the Bituminous 
Coal Act. 
invalidation of these taxes, the total 
revenues received during the fiscal 
year 1936 would have exceeded the 
revenue estimates of a year ago by 
$162,000,000. 

The collection of taxes on carriers 
and their employees, estimated at 
$33,000,000, has been deferred to the 
fiscal year 1937 because of pending 
litigation. The receipts from in- 
come taxes were about $7,500,000 less 
than last year’s estimate. 

On the other hand, miscellaneous 
internal-revenue taxes produced 
$136,488,000 more than was antici- 
pated; customs revenue, $33,621,000 
more; miscellaneous receipts, $32,- 
053,000 more; and realization upon 
assets, $1,483,000 more. 


EST!MATED EXPENSES 

Expenditures.—The total expendi- 
tures for the fiscal year ended June 
30, 1936 (exclusive of expenditures 
from postal revenues), amounted to 
$8,879,798,258, as compared with the 
estimate of $7,645,301,338 shown in 
the Budget submitted a year ago. 

The latter amount did not, how- 
ever, include $1,673,493,000 for ad- 
justed compensation payments to 
veterans. The expenditures for the 
year, excluding these payments, 
were, therefore, about $439,000,000 
less than the estimate. 

The total expenditures for recov- 
ery and relief were $2,776,796,469 
against an estimate of $2,869,068,187. 
For the operation and maintenance 
of the regular departments and es- 
tablishments of the Government the 
expenditures amounted to $3,276,- 
872,306 as compared with estimates 
of $3,482,208,151. 


retirement there was expended 


| $403,240,150, and for interest on the 


public debt $749,396,802, the amounts 


budgeted for these items being 
$552,025,000 and $742,000,000, respec- 
tively. 


Deficit and public debt.—The gross 
deficit for the fiscal year 1936 
amounted to $4,763,841,642. Exclud- 
ing $403,240,150 for statutory debt 


retirement. there was a net deficit | 


of $4,360,601,492. The estimated net 


deficit as contained in the Budget | 


submitted a year ago was $2,682,- 
482,392, a difference of $1,678,119,100. 


| 


Had it not been for the | 


For statutory debt | 


| clusive of postal revenues) will 
| amount to $5,828,151,000. This rep- 
resents an increase of $1,712,194,000 
over the actual receipts for the fiscal 
year 1936 and an increase of $173,- 
933,000 over the estimates contained 
in the 1937 Budget as submitted a 
year ago. 

The general improvement in 
business conditions and the enact- 
ment of the Revenue Act of 1936 
have resulted in additional reve- 
nues from taxes which will not only 
make up the loss in revenue due to 
the Supreme Court decisions invali- 
dating the taxes levied under the 
Agricultural Adjustment and the 
Bituminvuus Coal Acts, but will pro- 
duce additional income of approxi- 
mately $174,000,000. 

Since the Revenue Act of 1936 ma- 
terially changes the tax structure, 
the individual items of revenue as 
contained in the original 1937 Bud- 
get will not be exactly comparable 
with the individual items in the 
1937 Budget as revised in this mes- 
sage. 


EXPECTED TAX YIELDS 

Income taxes are expected to yield 
$2,372,900,000, or $946,325,000 more 
than was received from this source 
last year; miscellaneous internal 
revenue, $2,274,968,000, an increase 
of $265,389,000; customs duties, 
$446,800,000, an increase of $59,988,- 
000; and realization upon assets, 
$31,830,000, an increase of $26,362,- 
000. 
In addition, it is expected that the 
| 
| 





new tax on unjust enrichment pro- 

vided by the Revenue Act of 1936 
| will amount to $82,000,000 and that 

the tax on carriers and their em- 
| ployees will be $134,552,000, includ- 
ing $33,000,000 deferred from the 
| previous fiscal year. 

The collection of taxes levied un- 
der the Social Security Act will be- 
gin in the last half of the fiscal year 
1937, and it is expected that these 
taxes will produce additional reve- 
| nue in the amount of $324,600,000. 

The only item of revenue showing 
any decrease is that of miscellaneous 
receipts, in the amount of $50,325,- 

000, which is due to reduction in in- 
| terest payments made to the Treas- 
| ury by the Reconstruction Finance 
| Corporation. 

Expenditures.—From present in- 


| appropriation of $790,000,000 to be 
| requested of Congress for the pur- 
| post of carrying the Works Progress 
| Administration and related programs 
from February 1 to June 30, 1937. 
This will increase the estimated ex- 
penditures for recovery and relief to 
$2,816,157,000, an increase of $39,- 
361,000 over 1936. 


DROUGHT RELIEF COSTS 

The expenditures in the current 
fiscal year will include, however, the 
sum of about $165,000,000 for assist- 
ance given to individuals and com- 
munities directly or indirectly af- 
fected by the widespread drought 
conditions prevailing during 
past summer. If this drought had 
not occurred, the net cost of recov- 


year would have been about $125,- 
000,000 below the cost for the previ- 
ous fiscal year. 

Deficit and public debt.—The cur- 


1937 show a gross deficit of $2,652,- 
654,000. Deducting public debt re- 
tirements, the net deficit will be 
$2,248,129,000. 

The increase in the public debt 
on account of the deficit, however, 
will be only $1,348,000,000 since it is 
anticipated that $900,000,000 of the 
deficit will be financed from cash 
on hand. The working balance will 
be further reduced by net expendi- 
tures of about $42,000,000 for trust 
accounts and $100,000,000 for the re- 
| tirement of national bank notes now 
| a part of the public debt. This will 
' reduce the working balance from 
| $2,225,000,000 on June 30, 1936, to 
| $1,183,000,000 on June 30, 1937. The 
gross public debt at the end of the 
current fiscal year is estimated at 
$35,026,000,000, an increase over 1936 
of $1,248,000,000. 





the fiscal year is based on contem- 
| plated expenditures set out in this 
Budget and does not take into ac- 


count any change which may occur | 


as a result of the Treasury policy 
in holding as “inactive” future ac- 
quisitions of gold. 


FISCAL PROGRAM FOR 1938 
The expected increase in revenue 
and decrease in expenditures for re- 
lief both reflect the general im- 
' provement which has taken place in 


the | 


ery and relief for the current fiscal | 


rent estimates for the fiscal year | 


The estimated debt at the end of 


| the economic conditions of the coun- 
try. The Revenue Act of 1936, which 
was designed for the purpose of re- 
placing revenue lost through the 
invalidation of processing taxes, of 


providing sufficient revenue to 
amortize the cost of the adjusted 
compensation payments, and of 


equalizing tax burdens, gives every 
indication of satisfactorily accom- 
plishing those purposes. I should 
like, at this point, to emphasize the 
importance of maintaining the pro- 
ductiveness of the present tax 
structure, so that we may properly 
provide for the fulfillment of our 
fiscal program. 

Under legislation enacted during 
the last session of Congress, which 
created authorizations for future 
appropriations aggregating more 
than $1,500,000,000, there is included 
about $130,000,000 in the estimates 
of appropriations contained in this 
Budget. Such authorizations are 
| contained in the new Federal High- 
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| way Act, the Rivers and Harbors | 


and the Flood Control Acts, and the 
Rural Electrification Act. 
There is also included $812,225,000 





t. 


for social security grants and for 
the Government’s contribution to 
the old-age reserve account, more 
than double the expenditures for 
these purposes in 1937, and there 
will be for several years still further 
increases in these requirements. It 
should be pointed out that these 
expenditures will be offset to a large 
extent by the increasing revenues 
under the Social Security Act. 

No estimate of appropriation is 
presented for the needs of the 
Civilian Conservation Corps, since 
its extension beyond March 31 of 
this year is dependent on the action 
of Congress. In furtherance of my 
recommendation for the enactment 
of legislation to continue it as a 
permanent agency of the Govern- 
ment, there is included in the “Sup- 
plemental items” an amount suffi- 
cient to meet the expenditure re- 
quirements for the fiscal year 1938. 

The following table shows the dis- 
tribution, on a functional basis, of 
the expenditure figures contained 
in this Budget and compares them 
with similar figures for previous 


————— 


Actual and estimated expenditures of the Government for the fiscal years 





























1932-38. Classifications include expenditures from both general and 
emergency funds. 
(In millions of dollars) 

~Estimated~ _ - — Actual-——---——, 
1936 1937 1936 1935 1934 1933 1932 
Regular operating expenditures: o oo Paeet 7 

| Legislative, judicial, and civil 
establishments ........... 718 859.0 7811 597.7 5725 697.5 9788 
| National defense........... 9916 9649 9116 709.9 5493 6678 07.6 
Veterans’ pensions, benefits. 577.5 1,144.7 2,351.4 607.1 556.9 863.2 9848 
Interest on the public debt 860.0 835.0 749.0 820.9 756.6 689.4 599.3 
UNE Shesacanssessintes 3,200.9 3,803.6 4,793.5 2,735.6 2,426.3 2,917.9 3,270.5 
| Public works .......sseceeees 9083 1,146.7 868.7 7043 5519 427.7 4395 

Unemployment. relief: 

| Direct relief ‘ ve 13.0 106.7 591.7 1,914.1 715.8 EGY  ccsuen 
Work relief (WPA.; CWA).. “2 1400.5 1,264.4 11.3 GEE esecce cases . 
| Civilian Conservation Corps O) 368.0 486.3 435.5 os aera r 
| yer yerre re rr res 13.2 1,875.2 2,342.4 2,360.9 1,8528 350.7 ...... 
| — = — — —<— 
Se GED. ndcevnssvedboudsis "153.3 419.9 %$175.2 80.5 788.6 874.4 404.0 
Subscriptions to stock........ 17.2 51.5 69.3 156.8 826.5 110.7 627.0 
| Agricultural adjust. program.. 482.4 467.6 5426 743.0 2903 ...... ..... a 
BEE FOTO: occ ccates ined: Feawes cantes 76.6 521.4 S5B.0 wcccce eovce . 
NOL .ccvecccveceseccece 462.4 467.6 _ $ | ee, eee 
Social security .....scecssees Cae ee ee eres 
Debt retirement ....cccccece 401.5 404.5 403.2 412.6 
PEOSTIATIOOE occ ccncccesece 1.8 2.0 Se _ Sea WE wacvec.acisre 
DUPITONTAL BEGINS. cccccceces GOR TROD .occce sonvse seense vesese cecses 
Grand total 5,153.6 








| ~*To be increased by any amount appropriated by Congress for recovery and relief for 


| the fiscal year 1938. As indicated in the message, it is hoped the amount will not ex- 


ceed $1,537,123,000. 


‘Funds for continuation of the Civilian Corservation Corps are included under 


“Supplemental items.” 
tExcess of credits, deduct. 
S8Excess of revenues, deduct. 


fiscal year 1938 are expected to reach 
a total of $7,293,607,000, an increase 
of $1,465,456,000 over similar receipts 
for 1937 and $3,177,650,000 over 1936. 
This gain is largely due to an in- 
crease in income taxes as a result of 
improved business conditions and 
the operation of the Revenue Act of 
1936. 

The amount expected to be col- 
lected in 1938 from income taxes is 
$3,365,300,000, a gain of $992,400,000 
| over the fiscal year 1937. Miscel- 
laneous internal revenue will pro- 
duce $2,508,332,000, or $233,364,000 
more than is 
source for 1937. 

The tax on unjust enrichment and 
| the taxes on carriers and their em- 


$134,552,000, respectively, will be de- 
| rived in 1937, will produce no reve- 
| nue in 1938, since under existing law 
these taxes expire during 1937. 


| SOCIAL SECURITY TAXES 

| The first full year of tax collec- 
tions under the Social Security. Act 
will result in revenue of $774,800,000 
| in 1938, which sum is $450,200,000 
greater than the anticipated reve- 
nue in 1937, when collections will be 
for only six months. 

It is believed that customs reve- 
nues will rise from $446,800,000 dur- 
ing the present fiscal year to $463,- 
| 000,000 in 1938, a gain of $16,200,000. 
| Miscellaneous receipts, however, will 
| decrease $8,950,000, the 1938 collec- 


Receipts.—Treasury receipts in the | 


s, from which $82,000,000 and | : 
pees, He ms | on the public debt and the payment 





expected from this | 


amount that will be required for re- 
lief during that year. 

As previously indicated, it is our 
present hope that the additional 
amount to be requested for this pur- 
pose will not exceed $1,537,123,000. 
Thus the total expenditure for re- 
covery and relief during 1938 would 
be $1,853,154,000, or $963,003,000 less 
than the amount estimated for 1937. 
Again I emphasize the contribution 
which employers can make to this 
attainment. 

The general expenditures include 
$860,000,000 for interest on the pub- 
lic debt, an increase of $25,000,000 
over the amount for the present 
fiscal year, and $401,515,000 for stat- 
utory debt retirements, a decrease of 
$3,010,000. Exclusive of the service 


of adjusted compensation to vet- 
erans, there is a net increase of 
$718,831,000 in expenditures for reg- 
lar activities as compared with 1937. 

The increase is accounted for as 
follows: For increased requirements 
under the Social Security Act, $436,- 
337,000; for additional expenditures 
under the general public works pro- 


| gram, $132,519,000; for national de- 
| fense to provide for the increased 


strength of the Army as directed by 
Congress and to provide for replace- 
ment of naval vessels in accordance 
with existing authorizations, $92,- 


| 882,000; for the necessary funds for 


tions being estimated at $151,550,000, | 


as compared with $160,500,000 dur- 
ing 1937. From realization upon as- 
sets $30,625,000 will be received, 
while in 1937 receipts from this 
source will amount to $31,830,000. 
Expenditures. — The expenditures 
for 1938 contemplated under this 
Budget (exclusive of those from 
postal revenues) will total $6,157,- 
999,000, or approximately $2,323,000,- 
000 less than is now estimated for 
1937. General expenditures for reg- 
ular activities ainount to $5,841.968,- 
| 000, as compared with $5,664,647,000 
in 1937, an increase of $177.321.000 
The 1937 estimate, however, con- 
tains an amount of $563,500,000 for 
completion of adjusted compensa- 
tion payments to veterans, so that 
the comparable increase over 1937 is 


$740.821,000. For recovery and relief | 


there is included in the expenditures 
for 1938 the amount of $316,031,000, 
which, of course, is 


the activities of the Railroad Retire- 
ment Board and for rural electri- 
fication, $39,566,000; and for in- 
creased needs of other activities, 


| $17,527,000. 





not the full | 


STATUS OF PUBLIC DEBT 

Surplus and Public Debt. — The 
surplus for the fiscal year 1938, as 
presented in this Budget, is $1,135,- 
608,000. after providing for debt re- 
tirement. Excluding provision for 
debt retirement, the surplus will 
amount to $1,537,123,000 

As I have previously stated, it is 


| hoped the additional needs for re- 


lief during the fiscal year 1938 will 
not require expenditure of more 
than this latter amount. On this 
basis the estimated gross. public 
debt, on June 30, 1938, will be about 
the same amount as at the close of 
the fiscal year 1937. 

This does not take into account 
any change which may occur as a 
result of the Treasury policy in 


[Continued on Page 13.] 
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+ AMERICA IN THE WORLD NAVAL RACE + 


IF a world naval race is get- 

ting under way the United 
States has no intention of sit- 
ting on the side-lines. At least, 
with treaty bans just off, the 
President has given the signal 
for full speed ahead on the capi- 
tal shipbuilding progra.n. 

On Jan. 8 President Roosevelt in- 
structed the Navy Department to 
proceed with the construction of 
two new replacement capital ships. 
The Chief Executive acted within 
the power granted him by the last 
Congress when it included in the 
Navy supply bill an appropriation 
for the craft under the provision: 

“Two capital ships, as replace- 
ment of over-age capital ships, to 
be undertaken only in event that 
the President determines as a fact 
that capital ship replacement con- 
struction is commenced by any of 
the other signatory powers to the 
Treaty for the Limitation and Re- 
duction of Naval Armaments signed 
at London April 22, 1930.” 

In revealing that he was invoking 


+ 





Why the President Decided to Order Con- 


struction of Two 


More Battleships 





Roosevelt declared 
that three battleships, the USS. 
Arkansas, Texas and New York, 
will be 26 years old before the new 
vessels can be completed. (The life 
of a capital ship is considered to be 
approximately 20 years.) He ob- 
served: “If we are not to reduce our 
Navy by obsolescence, the replace- 
ment of capital ships can no longer 
be deferred.” 


BRITISH PROGRAM 

Then the Executive went on to 
cite the building programs in prog- 
ress in other countries. He recalled 
that on July 29, 1936, Sir Samuel 
Hoare, First Lord of the Admiralty, 
announced that the orders for two 
battleships of the 1936 British pro- 
gram had been let, and stated: 

“It is the intention that the keels 
should be laid at the earliest pos- 


that power, Mr 


| sible moment permitted by the 





+ President in 


[Continued From Page 12.} 
holding as “inactive” future acqui- 
sitions of gold. 





priations recommended in this Bud- 
get aggregate $6,839,000,000, includ- 


ing those for the Postal Service, Dis- | 


trict of Columbia, and _ probable 
supplemental items, while the ap- 
propriations already made and 
prospective supplemental items for 
the fiscal year 1937, exclusive of re- 


quirements for recovery and relief, | 


total $6,261,000,000, an increase of 
$578,000,000 for 1938. 

This increase is due to additional 
appropriations amounting to $309,- 


000,000 on account of the Social Se- | 


curity Act; $80,000,000 required un- 
der the general public works pro- 


Washington Naval Treaty, namely, 
in January, 1937. In order to achieve 
this object, it is essential to order 
the vessels now, and although com- 
plete specifications will not be avail- 
able until October, there is suf- 
ficient information available to en- 
able the contractors to prepare for 
laying down the keels in January 
next.” 


OTHER NATIONS BUILDING 

The President pointed out that 
France had laid the keel of the 
capital ship “Jean Bart” on Decem- 
ber 12, 1936. 

In addition to these three ships 


whose construction had been auth- | 
orized since the passage of the 


Naval Appropriation Act, Mr. Roose- 
velt declared that three others are 
under construction in France, two 
in Italy and three in Germany. 


' 
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on this construction program, the 
President expressed regret that it 
was impossible to obtain an agree- 
ment at the London conference last 
year that would have limited fur- 
ther battleship construction. 

The President estimated that the 
two proposed craft will cost in the 
neighborhood of $100,000,000. He 
would not say whether they would 
carry 14 or 16-inch guns. 

When the naval treaties expired 
on December 31, the tonnages looked 


| 
| 
| 


000 tons of excess submarines. 


The Naval treaties which have 


| just expired were post-war efforts 


| 
| 
| 


ac 


as follows, not taking into account | 


variations in efficiency owing to the 
ages of the ships: 


British Empire....... 1,545,000 
United States........ 1,429,000 
EE sees» 882,000 
France ..... TTT 793,000 
D xsunawe ceccce 521,000 
| ee 323,000 
DN  Wavatieeki ees 204,000 


Great Britain had served notice 
that it was invoking the “escalator 
clause” of the London Treaty in or- 
der to retain five over-age destroy- 
ers at the year-end, while Japan 





In launching the American Navy 


announced that it would keep 15,- 





Message Forecasts Budget Balance in 1939 + 


trict of Columbia Appropriation Act, 


approved June 23, 1936 (Public, No. | 
| and from 17 comparable American 
| cities and the capital cities of 21 


762, 74th Congress), contains the 


Appropriations.—The total appro- | following provision: 


“Not to exceed $50,000 shall be 
available for expenditure, under the 
direction of the President, for mak- 
ing an independent study of the 
fiscal relations between the United 
States and the District of Columbia 
and enabling him to report to Con- 
gress at the beginning of the next 
regular session, what, in his judg- 
ment, is a fair and equitable amount 
to be paid by the United States as 
an annual contribution toward the 
expenses of the government of the 
District of Columbia; such sum 
shall be available for personal serv- 
ices without regard to the civil serv- 
ice laws and the Classification Act 
of 1923, as amended, and for such 
other expenditures as may be nec- 
connection with such 


essary in 
gram; and $189,000,000 on account study.” 
ee oe pening m- Pursuant to the above, I ap- 
Se : pointed a director and an advis- 


The appropriations made and con- 
templated for recovery and relief for 
1937 total $2,215,000,000, whereas it 
is hoped that corresponding appro- 
priations for 1938 will not exceed 
$1,537,123,000. 


Part IV 
The District of Columbia 


| the various 


ory committee of three members to 
conduct an independent study of 
elements and condi- 
tions affecting the fiscal relations 
between the United States and the 
District of Columbia. 

The report contains detailed find- 


ings and recommendations with the | 


collected from the Federal and Dis- 
trict Governments in Washington 


foreign countries. 
The application of the basic prin- 
ciples and recommendations as out- 


lined and detailed in the report is | 


reflected in the following 3-point 
formula, which I recommend be 
carefully considered by the Con- 
gress with a view to enacting such 
legislation at this session as may be 
necessary to establish equitable fis- 
cal reljationships between the two 
governments. 


I. Intergovernmental contractual 
services.—Contractual arrangements 
shall be established for the reim- 
bursement of the cost of specific 
intergovernmental services supplied 
either government by the other. Ap- 
propriations therefor shall be in- 
cluded in the respective annual de- 
partmental budgets. 

Il. Capital outlays of joint in- 
terest.-The National Capital Plan- 
ning Commission (proposed in the 
report) shall determine the extent 
of the respective Federal and Dis- 
trict interests in capital outlays 
and improvements t@ be included in 
the District budget. 

III. Per capita governmental 
costs —Pending the grant of broad- 




















What would you have done, if you had stood in 
the shoes of young Charles Martin Hall in Oberlin, 
Ohio in 1886, just after he had discovered the proc- 
ess for the commercial production of aluminum? 
You would have had a great vision of the use- 
fulness of the new metal and of the possibilities of 
large financial returns. But you would have had 
no money, no influence, no one to be of assistance. 
You_ would have looked for help, wouldn’t 
agent one] you? Hall did. He found 
3? C4 in Pittsburgh a group of 





f ope f% young men who had a 
Oe I \gfew thousand dollars, 


k I much courage, and a 


J-flot of enterprise. 
De »@ Hallhad hispatentand 
aw swnmnaaaillmmmenndh NS fine talents; he per- 
suaded the six young men to put in their money. 
Some of them also contributed their personal 
services. Together they formed a company. 
It was the natural thing for such venturesome 
young men to do. But the process of incorpora- 
tion did not change the fact that they were still 
just a group of earnest young men fired with an idea. 
After many heartaches they produced and sold 
afew pounds of the new metal, For a long period, 
business came in almost evese:- age ieee 
pound by pound. But oe 
eventually there came 3 
a time when the days 
weren’tlong enough for jm 
these few men to do all g 
the work. So theyengag-: 
ed others to help them. stam 
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Suppose YOU had ‘‘Invented’’ 
Aluminum 
Some went to work to find ways to make 


aluminum stronger and harder. Others worked 
to improve production methods so the price 
could be lowered. 

Some made a specialty of devising new ways 
to use aluminum, and others became salesmen 
demonstrating the new uses, 

That is a brief word-picture of the growth of 
this or almost any other large manufacturing 
company; each man’s value multiplied by 
what his associates are doing; each man aided 
by the physical facilities provided by the 
company. The contagious enthusiasm of group 
action are what cause companies to grow. 

This is exactly how Begsggges 
andwhywe have grown ~ 
year by year since 1888, 

Literally, we had to 
grow, for it now takes 
23,500 of us to make 
sure that more than 
5,000 companies in ,'a 
more than 200 industries get the best aluminum 
we know how to make. Every man and woman in 
the United States is benefited in some way every 
day by the fact that aluminum has been made 
capable of doing some special thing better than 
it can be done by any other material. That is the 
real accomplishment of the aluminum industry. 

We are interested in conducting our own 
part of the aluminum business profitably. 
Therefore, we are interested in the continued 
growth of the man-power and facilities 
necessary to make our product still more useful. 
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purely local affairs, the excess ot 

the District governmental costs 

per Capita over the average of those 
in comparable cities shall be as- 
sumed by the Federal Government: 

Provided, however, That such excess 

District governmental costs shall be 

assumed only after allowance has 

been made for reimbursements due 
to unusual costs occasioned by 

Congressional enactments. 

I also recommend that, concur- 
rently with enactment of any legis- 
lation which carries into effect the 
provisions of this continuing form- 
ula, the substantive law providing 
for annual Federal contributions of 
a fixed percentage of District ap- 
propriations be repealed and that 
the system of annual Federal lump- 


} Sum contributions be abandoned. 


The application of this formula 
to the 1938 Budget estimates would 
provide for a net reimbursement by 
the Federal Government to the Dis- 
trict of Columbia of $2,533,357, made 
up as follows: 

I. Intergovernmental 
contractual services . .$1,996,407 

II. Capital outlays....... 536,950 

III. Excess per capital Dis- 

trict of Columbia gov- 
ernmental costs 





NEE b.0530Aseekunnx 2,533,357 
After the application of the 
formula there will still be a deficit 
in the general revenue account of 
the District of Columbia of about 
$9,800,000, which will make it neces- 
sary, of course, to provide additional 
revenue. Sources of additional rev- 
enue are indicated in the report. 
FRANKLIN D. ROOSEVELT. 
JANUARY 5, 1937. 


to try to prevent a race in naval 

armaments among the sea powers. 
The Washington Treaty resulted 

from the Conference called by the 


| United States in 1921. It succeeded 
in limiting capital ship and aircraft 
carrier tonnage among the United 
States, Great Britain, Japan, France 
and Italy in a ratio of 5:5:3:1.67: 
1.67. This conference also produced 
the Nine Power Pact in an effort 


to stabilize the conditions in the 


Far East. The London Treaty of 
1930 limited the smaller craft, the 
destroyers, cruisers and submarines, 
Substantially the same ratio was ese 
tablished as that in the first pact, 
Italy and France not signing. 
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a symbol of 


Great food 
Value! 


Time has not lessened the great popularity of Uneeda Biscuit. Year 
after year, it has typified the superior quality and money-saving value 
that goes into every one of National Biscuit Company’s 500 and more 
crackers and cookies. 


In order to win and keep such reputation, the company has always 
maintained the highest standards of ingredients and scientific baking 
methods. 


Modern packaging and a nation-wide system of rapid store deliver- 


ies serve to keep National Biscuit Company’s products fresh from 
ovens to the nation’s tables. 


THE SEALOF 
PERFECT 
BAKING i 


A Product of NATIONAL BISCUIT COMPANY 
Lakes of Ritz, Shredded Wheat, az many other frrorles 
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Immediate Problems 
That Industry Faces 


BUSINESS now is advised of the 

terms on which Mr. Roosevelt will 
offer cooperation in the period ahead. 

Those terms differ little in essen- 
tials from the ones held out during 
the past four years. They are suf- 
ficiently moderate to cause audible 
grumbling from the more radical of 
the President’s aides. 


Under them, business men can know that Presi- 
dent Roosevelt will insist upon: 

1.—Federal laws to regulate minimum wages and 
maximum hours, as well as child labor in industry, 
which means a new clash with the Supreme Court 
unless its views change. 

2—Curbs on speculation in real estate, commodi- 
ties and securities, which means full use of Federal 
Reserve powers over credit in banks and on the 
stock exchanges, broad use of the taxation power, 
and tightening of the Securities and Exchange Act. 

3.—_Improvement and broadening of the Social 
Security Act, which means a start on important 
amendments to a law that already is turning up 
some apparently unworkable provisions, particu- 
Jarly in the old age insurance program, 


A YARDSTICK ON RENTALS 

4.—Federal subsidies for low-cost housing, both 
in slum areas of big cities and in smaller communi- 
ties, which means something of a yardstick on rents 
in some places. 

5.—Adequate relief for needy persons capable of 
performing useful work, which means continuance 
of the expensive WPA to be paid for by taxes borne 
in important part by business. 

6.—A subsidy for farm tenants who will be helped 
to become farm owners, which means a further call 
upon Federal credit that can become heavy. 

7—Steps by the Federal Government to keep 
prices at “sound” levels and free from wide fluctua- 
tions, which means a continued attempt to use 
power over currency, credit, taxation, agricultural 
production and monopoly. 


“THREE EVIL SISTERS” 

Said the President: “Overproduction, underpro- 
duction and speculation are the three evil sisters 
who distill the troubles of unsound inflation and 
disastrous deflation.” 

He insists that the powers of Government be 
brought to bear to regulate them all. His sugges- 
tion to the Supreme Court that its justices inter- 
pret the Constitution in a way to permit the Fed- 
eral Government to reach its objective, shows 
where the President expects the difficulty to lie in 
seeking to carry out these announced plans. 


Business Maps Its Course 


Practical Problems Confronting 
Individuals in Industry 


PRESIDENT ROOSEVELT charts for Congress the 

course of future Administration policy; but in- 
dividual business men just now find themselves 
confronted with very practical problems growing 
from past Administration policy. 

For example, they are up against: 

ROBINSON-PATMAN ACT. Would this anti- 
price discrimination law be violated by a manu- 
facturer who quoted one price to the Federal Gov- 
ernment and another price on the same quality 
and quantity of goods to another buyer? 

Some Government departments thought so and 
began to set up machinery to enforce the Robinson- 
Patman Act through policing of Federal Govern- 
ment purchases. But now the Department of Jus- 
tice has ruled that goods sold to the National Gov- 
ernment are not in interstate commerce and con- 
sequently are not subject to the provisions of the 
law. 

This decision makes more difficult the enforce- 
ment of an Act that many officials now admit is 
about as simple to apply as was the Volstead Act. 

PAY ROLL TAXES. Deadline for filing Inter- 
nal Revenue Form No. 940—the pay roll tax form 
for unemployment insurance—is Jan. 31. This 
form must be filed with the office of the Internal 
Revenue Collector along with a check or money or- 
der to cover the accumulated tax for the calendar 
year 1936. 

Employers may elect to pay this tax quarterly, 
just as they pay their income taxes. If located in 
States which have approved unemployment insur- 
ance systems they may deduct up to 90 per cent for 
payments made to State treasuries. The accumu- 
lated tax represents 1 per cent of the 1936 pay roll. 
It now is accumulating at 2 per cent on the 1937 
pay roll, with collection due Jan. 31, 1938. 


A BILLION IN NEW TAXES 


Much the same situation pertains to pay roll 
taxes for support of old age insurance. These taxes 
began Jan. 1 of this year, representing 1 per cent 
of total pay roll contributed by employers and 1 per 
cent contributed by each worker—a total of 2 per 
cent. 

The January accumulation must be paid to the 
Collector of Intenal Revenue during February. 
Then the February accumulation will be payable 
during March—and so on, with collections monthly. 

These two taxes are expected by the Treasury to 
yield not far from a billion dollars when applied 
to 1937 pay rolls. 

WALSH-HEALEY ACT. The Secretary of Labor 
is unwilling to make broader exemptions from this 
Act imposing minimum labor standards on com- 
panies selling goods to the Federal Government in 
amounts of more than $10,000. 

The Navy Department, as a result, continues to 
have difficulty in obtaining bids on copper and on 
some steel products as a result. The requirement 
that a maximum of 40 hours of labor apply to work 
on Government contracts is the stumbling block 
To meet that difficulty the Navy Department dur- 
ing the past week called into use the emergency 
clause of the Government contract law permit- 
ting it to waive the requirements on copper and 
buy in the open market. 

Department of Labor officials report that auto- 
mobile companies now are bidding on contracts 
of more than $10,000 and the difficulties encoun- 
tered in the first application of the law are gradu- 
ally being overcome. 
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THE PRESIDENTS OBJECTIVES—INDUSTRY AND 
THE BUDGET—LABOR'S NEW TACTICS 
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Lower left, James Dewey, representati 


director, Committee for 


—Wide World 


THE AUTO TRIANGLE—LABOR, CAPITAL AND 


GOVERNMENT 


\/ ITH hundreds of thousands of workers, directly and indirectly 
affected, with millions of dollars at stake, the nation awaits the 
outcome of the strike in the giant motor industry. 
Upper left, the “strategy strike board” of the United Automobile 
Workers of America, (left to right), Leo Krzycki, vice president, 
Amalgamated Clothing Workers Union and assistant regional di- 
rector of the Steel Workers Organization Committee; John Brophy, 
Industrial Organization; Homer Martin, 
president, United Automobile Workers of America; Wyndham Mort- 
imer, vice president and Ed Hall, second vice president. 
Upper right, auto workers in the Buick plant reading a posted 
notice containing the statement of policy of Alfred P. Sloan, Jr., 
president, General Motors Corporation, in which he refused to deal 
with the UAWA as the sole bargaining agency of the employes. 
ve of Secretary of Labor Perkins in the strike area who is attempting to mediate the strike. 





Lower right, William S. Knudsen, General Motors executive vice president who is representing the corporation in parleys with union heads and 


Federal labor conciliators. 





Labor's Part in Recovery 


New Tactics and Wage Demands 
Have Unpredictable Effect 


[MMEDIATE trend of business is closely tied in 
with developments affecting labor. 

Labor developments, in turn, depend largely upon 
what John L. Lewis has in mind for automobiles, 
steel, coal and textiles, and upon what employers 
in those industries have in mind for John L. Lewis. 

Each plan depends in important part upon the 
probable policy and probable attitude of President 
Roosevelt. 

A spread of the labor trouble that already has 
upset many lines of business on the West Coast 
where ocean shipping has been tied up for more 
than two months, could quickly put a damper on 
the progress of recovery. 

This very fact is influencing labor leaders in their 
strategy. They are convinced that both the em- 


+ ployers and the Federal Government will be slow 


to try to balk them in their demands, when balking 
might mean an upset to profits, to the chance for 
a reduction in relief rolls and to the prospect for 
an approaching balance between Federal outgo and 
income. 


LABOR’S NEW ORGANIZATION 

John L, Lewis and his aides in the CIO are re- 
ported to be ready to play their cards boldly— 
counting on the Federal Government to backstop 
them. 

Their future, as they face a test of power, is in- 
fluenced by three factors that were not so much in 
evidence during previous periods of large-scale la- 
bor activity. All of these factors are regarded by 
Government officials as of major importance to 
employers who must shape labor policies. 

They are: 

First.—The use of the industrial form of union 
rather than the craft form. In 1933 when the A. 
F. of L. sought to unionize the automobile indus- 


try there was a squabble between unions over the 
allocation of workers. High initiation fees were 
demanded of workers who did join up. The result 
was an organizing failure. 

Now the CIO organizers advance the idea of one 
big union to which all automobile or other indus- 
trial workers are eligible without payment of initia- 
tion fees, without payment of dues for the first few 
months and with small dues thereafter. All sorts 
of modern appeals, through radio, sound trucks 
and personal solicitation, are used to attract 
members. 


NEW STRIKE TACTICS 


Second.—The use of a new method of striking. 
Former technique called for union members and 
their sympathizers to quit work and leave the plant 
on orders from union officers. Once outside they 
tried by picketing to keep other workers from tak- 
ing their places. 

Present technique calls for a few key workers, 
without necessarily having formal orders from 
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SOCIAL JUSTICE DEFINED 
By HUGH 8S. MAGILL 
President, American Federation of 
Investors 


N? OTHER element of society has 
" demonstrated a deeper personal in- 
terest in economic security than have 
the millions of thrifty, industrious citi- 
zens who constitute the investor class. 
In their efforts to be self-supporting 
and self-dependent, they have worked 
and saved, and invested no small part 
of their savings, amounting to billions of 
dollars, in the stocks and bonds of 
American industry, 








which must be recognized in the solution 
of this complicated human problem. 

Those who are devoted to the welfare 
of the dependent members of society 
should recognize the inescapable fact 
that those members of society who are 
not dependent must supply the needs of 
those who are dependent. 

Such contributions may be made di- 
rectly to the dependent, or through gov- 
ernment relief. But the government 
must secure its funds through taxation 
and money raised in this manner must 
come out of the pockets of those who 
are able to support themselves, and in 
addition to supply through the payment 
of taxes sufficient funds to meet all the 


ing element of society are depleted and 





A REAL MERIT SYSTEM 


By ROBERT L. JOHNSON 
Vice President of Time, Inc., and Presi- 
dent of the National Civil Service 
Reform League 


MAY of the legislatures may attempt 
a to appease the public demand for 
a merit system of appointment to re- 
place political patronage by adopting in- 
adequate or misleading legislation. 

There is danger that many phases 
of a sound personnel program may be 
overlooked by business men who might 
be led to accept a pseudo merit system 
proposal under the guise of a genuine 
career system law. 


nerit system are con- 


coaition until these great cor? expenses of government in all of its I am somewhat disturbed by the fact 
ae porations are now | varied activities, including the funds that many of our leading business men 
f aia actually owned by | needed to take care of the dependent. have unfortunately 
oad ne = | Therefore, to the extent that the re- gotten the impression 
stockholders. ae = | sources of the self-supporting, tax-pay- that advocates of the 


lions of dollars held 
in reserve by life in- 


vy as 
é ck pa 


2 thermore, the 25 bil- 





s . 7:7 7 1 a i »¢ e s 
ort a. : nies gered. service examination 
or their 63 millior ; ei : 
: Sy es Nothing can give greater certainty to system. More than 3 
policyholders are in- : . 
ee vested largely in the the social security of those who are de- that, I find that 
bonds of industrial corporations The pendent than the continued prosperity many of them do not 
‘ pte ' ¥ of our country and its taxpaying citizens. appreciate that the 


same is true of the more than 20 billion 
dollars held in savings banks and belong- 
ing to smali depositors. 

These millions of thrifty, self-support- 
ing individuals have endeavored to es- 
tablish social security for themselves by 
their own efforts, but they are also in- 
terested in a sound program that will 
guarantee social security to those who 
are less able to take care of themselves, 
particularly the worthy dependent. 

They justly feel that such a program 
for social justice and social security 
should be fair to them. They recognize 


exhausted, the permanent support of the 
dependent element of society is endan- 


Social security for the dependent is im- 
possible in a _ nation stricken with 
poverty. ... 

And, may not the taxing of these in- 
vestor-owned industries beyond their 
just share, very many of which are now 
paying more to the government in taxes 
than to their stockholders in dividends, 
result in social injustice to those citi- 
zens who must receive all or a part of 
their support from the securities of these 
industries? 

And would not the breaking down of 
our American system of investor-owned 


cerned solely with |. ; 
the competitive civil , 


establishment of 
competitive examina- 
tions alone will not 
System in government, 





provide a 
nor set 
economical and efficient public service. 

Actually that is only one phase of the 


career 
up an 


principle of the merit system. Competi- 
tive examinations of themselves do not 
provide a businesslike administration of 
the civil service. There are many other 
vital matters that must be included in 
a civil service law besides competitive 
examination schemes. 

Sixteen basic factors are necessary for 


ind with sufficient funds to administer 
the law effectively. 

2.—A survey of the salaries paid to all 
public employes in order to classify po- 
sitions according to title and compensa- 
tion, so that those performing substan- 
tially the same service shall be grouped 
in one class and salaries fixed accord- 
ing to duties performed and responsi- 
bilities assumed. 

3.—A compensation plan uniform in its 
application to all similar classes of po- 
sitions, with schedules of intermediate 
salary increments and designated lines 
of promotion to the higher grades and 
positions, 

4.—A probationary period to supple- 
ment the competitive examinations con- 
ducted by the personnel agency. 

5.—A plan for practical instruction on 
the job or preliminary to assignment. 

6.—Service atings to determine actual 
performance of duties. 

7.—Uniform rules governing leaves ot 
absence with or without pay; compen- 
sation in case of injury, and vacations. 

8.—Provision for promotions and trans- 
fers. 

9—An arrangement for 
sonnel for seasonal or 
quirements. 

10.—A plan for in-service training to 
develop talent for higher administrative 
and supervisory positions. 

11—A properly conceived system ot 
separations from the service through 
resignation, retirement and removal. 

12.—Certification of pay rolls by the 
personnel agency 

13.—An adequate pension system. 

14.—Prohibition against political as- 
sessments and contributions as well as 
undue political activity. 

15.—Supervision and 


pooling per- 
emergency re- 


investigation of 


that any pian for social security that and privately managed industry, and the a well-rounded personnel system. They the administraion of the law by the per- 
penalizes thrift, stifles individual initia- substitution of government ownership, are: sonnel agency. i 
tive, and tends to weaken the worthy which carries with it political manage- | 1—A_ central personnel agency 16.—Provision for a taxpayer's action 
ambition to be self-supporting, must ment and control, be very likely to re- | equipped with adequate technical staff to restrain payment of compensation to 
prove disastrous not only to the thrifty, sull, not only in less efficient service to | | persons unlawfully appointed or em- 
but no less so to the worthy dependent the public, but in the establishment of a der its control, which would lead to the | ployved.—‘PFrom a letter issued to the 
Justice to those who have as well as powerful political oligarchy, with the | destruction of private industry? (From | presidents of the National Chambers of 
to those who have not, is a principle vast industrial wealth of the nation un- ' January issue of Investor America.) . Commerce, made public Jan. 3.) 
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their union, to sit idle at their machines, thus dis- 
rupting a whole production line. Others join in 
and operations stop, although as small a propor- 
tion as 15 per cent of the workers may be involved. 

Then, instead of leaving the plant, the strikers 
stay inside, thereby preventing others from operat- 
ing the machines. 


RELIANCE ON POLITICAL POWER 

Third.—The use of political power to gain help 
from the Government or at least to prevent the 
power of Government from being thrown to the 
employer side. 

Thus: 

In important industrial States Governors were 
elected with the aid of organized labor. Sheriffs 
are in office as a result of labor support. Mayors, 
controlling police forces, frequently have a strong 
regard for the labor vote. The result is that the 
law-enforcing arm of Government is less readily 
available to employers in many sections 

The Wagner Labor Relations Act throws Federal 
Government protections around labor’s right to or- 
ganize and to bargain with its employer. 

The Senate, at labor’s insistence, has a committee 
at work investigating espionage activities of indus- 
try and looking into employer preparations to use 
force against strikers. 


DIRECT RELIEF FOR STRIKERS 


Mr. Lewis is demanding that the Federal Gov- 
ernment keep work relief rolls open so that needy 
strikers may be taken care of. Direct relief now 
is the responsibility of States 

All of which means, in the eyes of the interested 
Government officials: 

1—That labor has strong weapons which could 
be used to hamper operations of essential indus- 
tries with highly adverse effects on recovery. 

2.—That the situation is one in which the Federal 
Government must be interested to try to prevent 
any prolonged struggle between employers and em- 
ployes. 

3.—That both labor leaders and industrial leaders 
will need to make concessions from previously 
stated positions in the interest of the general wel- 
fare of the country. 


What the Budget Means 


Full Balance is Promised 
If Industry Absorbs Jobless 


PRESIDENT ROOSEVELT, sending to Congress his 
budget for the fiscal year beginning July 1, 
told business men in effect: 

“Federal finances now are near the point where 
borrowing no longer is necessary. If industry will 
provide enough jobs so that relief costs can be held 
to $1,500,000,000 the budget will be in balance. We 
have done what you told us to do as a corollary to 
full recovery and employment. The next step is 
for employers to show that their theories were cor- 
rect.” 

From the first days of the spending-for-recovery 
program, industrial leaders have asserted that jobs 
for everybody depended on a budget balance that 
would open the way to private borrowing and 
spending. They argued that with the Government 
borrowing and spending above its income the path 
was being laid for inflation, thereby frightening 
business and destroying the confidence needed to 
speed a revival. 

Now the President offers a budget that readily 
can be in balance and one that points definitely to 
an end to Federal borrowing during the next few 
months, if pay roll taxes are collected. And he says 
to business: 

“It is my conviction that if every employer or po- 
tential employer will undertake during the next six 
months to give employment to persons now receiv- 
ing Government help, the national budget can 
thereafter be kept definitely in balance. Without 
such cooperation on the part of employers, the 
question of a balanced budget for 1938 must of ne- 
cessity remain an open one, for the very good rea- 
son that this Government does not propose next 
year, any more than during the past four years, to 
allow American families to starve.” 

However, with the approach of an end to gov- 
ernment borrowing bankers and business men and 
Government officials are expressing concern over 
the chance of a boom. First the worry is over 
printing press inflation and then over credit in- 
flation. In either case the problem remains one of 
finding a way to provide jobs for the unemployed. 





The Old Age Insurance Plan 


Radical Changes Under Study: 
“Pay-as-You-Go” Basis Sought 


({OMPLETE change in the form of the new and 
vast old-age insurance system now being set 
up already is under study. 

President Roosevelt has just revealed that he 
does not look for the old age reserve account to 
reach the $47,000,000,000 needed to maintain the 
present system. He expects the program to be 
placed more nearly on a “pay-as-you-go” basis. 

Implications of that revelation are of importance 
to every employer and every industrial worker in 
the land. 

The present plan is for each employee, in coop- 
eration with his employer, to build a reserve from 
forced saving that will be sufficient to provide the 
employee with a pension on reaching the age 65. If 
that plan is carried out through imposition of pay 
roll taxes now written into law, the reserve fund 
will of necessity reach 47 billion dollars. 

But what the President is saying is that he does 
not expect this tax plan to be fully applied, after 
some reserve has been built. 

If the tax is not fully applied then the indi- 
vidual reserves will not be sufficient to pay the in- 
dividual annuities. If those reserves are not to ve 
large enough in eacn case to cover the cost of 
the pensions then the reason for maintaining 26,- 
000,000 separate savings accounts will be removed 

Without those accounts the whole scheme will 
be much simplified, since their purpose is to base 
the annuity of each worker on the exact number 
of dollars that he has earned during his lifetime. 

But if the old age insurance system is put on a 
pay-as-you-go basis, and is not to rest on the in- 
dividual savings of each annuity owner, then the 
millions of workers now excluded from the plan 
would in justice—according to the official view— 
need to be brought under the pian. 

OwEN Scort. 
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+ WHAT 


By BENJ. M. ANDERSON, JR., 
PH. D., 
Economist, the Chase National 
Bank, New York City 


Gold remains the standard of 
value, the ultimate regulator of the 
values of paper currencies. Paper 
currencies are nowhere, I think, re- 
deemable today in gold coin, and, 
since the recent suspension of gold 
payments in France, Switzerland 
and The Netherlands, there remains, 
certainly, no important country 
which will redeem paper money 
even in gold bars, automatically and 
as a matter of right. 

And yet gold remains the regula- 
tor, and such currency stability as 
there is in the world is due to in- 
direct linkages between paper cur- 
rencies and gold. The dollar is 
fixed in gold at 59.06 per cent of 
the old gold content, not by the old 
process of direct redemption in gold 
coin or of the issue of paper money 
in exchange for gold coin, but by 
the policy of the Treasury of re- 
ceiving newly mined gold and im- 
ported gold at this fixed rate for 
dollars and exporting gold when 
necessary in order to protect the 
rate. 

De jure, this is on a 24-hour basis, 
subject to change at any time. De 
facto, it has remained since early 
1934. There remains a great free 
gold market in London, and opera- 
tions by our own stabilization fund 
and the stabilization funds of other 
countries in this free gold market 
and in one another’s currencies hold 
gold and paper money more or less 
closely together. ... 

The Tripartite Agreement involv- 
ing England, France and the United 
States, which immediately preceded 
the collapse of the gold bloc, pre- 
vented a very dangerous period of 
chaos in the foreign exchanges, and 
was a highly commendable move, 
though, as we shall see, it must be 
regarded only as an intermediate 
step, and real stability cannot come 
until definite gold pars are fixed for 
the newly devalued currencies and, 








EMPIRE OF SUNSHINE 
/F_ YOU TRAVEL ON 
FAST TRAINS 


From WASHINGTON DAILY 


* i i Gold bilee Seas 
Florida Special oon oor 
chestra — Dancing — Games — Hostess. 23! 3 hours 
Washington to Miami. 
imi One -night- 
Gulf Coast Limited 2>--2h:-« 


New York to principal Florida resorts. 
H a 
*The Miamian 'One-night-out. To Miami 


and Florida East coast resorts. 
*Havana Special To all Florida, Havana, 
etc. Lounge Car. 
Palmetto Limited 7° 41, Mic -Soun 
esorts 
The “Evergladus” <~. ft Non - stop 


Train with early morn- 
ing arrivals at Miami, Tampa, Sarasota and St. 
Petersburg. Lv. WASHINGTON 9 o.m. 

Over F.E.C. Ry. Jacksonville to East Coast points. 


SHIP YOUR AUTO- 4¢ per mile. Consult Ticket 
Agent for details, also about plan under which 
both Florida coasts may be visited without extra 
cost and 16!3 Day Mexican Cruises via Miami. 


GEO. P. JAMES, General Passenger Agent 
735 15th Street, N. W., Washington, D.C. 
Telephone National 7835 


ATLANTIC COAST LINE 


THE STANDARD RAILAOAD OF THE SOUTH 





15 








The United States News 


GOLD MEANS TO THE WORLD TODAY + 
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| New Problems Created by Managed Cur- 
| Devaluation 


rencies and 





for that matter, for sterling. 

Gold remains the standard of 
value because neither men nor gov- 
ernments will trust anything else. 
None of the stabilization funds of 
the various countries has any de- 
Sire to accumulate any considerable 
volume of the paper currencies of 
other countries. . . . And individuals, 
when they can get it, much prefer 
gold to any paper currency as a 


| store of value for emergencies un- 


der existing conditions. The volume 


| of gold hoarding in the world to- 


day is enormous because of the great 
damage which has been done to 


| gold’s greatest competitor, namely, 


the confidence men have in the 
paper promises of governments and 
central banks. 

Apparently the stabilization funds 
themselves, in their dealings with 
oue another, operate with the clear 
understanding that over very short 
periods the excess accumulations of 
the currency of one country by an- 
other will be liquidated in gold. 


“HOT MONEY” 

Gresham’s Law is that bad money 
drives out good money, and, in par- 
ticular, that fluctuating, irredeem- 
able paper money drives out gold.... 
Gold, to the extent that it is free, 
leaves countries which have fluctu- 
ating, irredeemable paper money, 
and goes to countries which are on 
the gold standard. If no country is 
on the full gold standard, gold will 
still go to countries where some 
semblence of a fixed rate is kept in 
preference to countries where there 
is no fixed rate or where the fluc- 
tuations are greater or expected to 
be greater. 

Thus we have seen, since our de 
facto stabilization in early 1934, an 
immense volume of gold coming to 
the United States, just as we saw, 
following that de facto stabilization, 
a great strengthening of confidence 


| on the part of our own people in 


our currency, manifested in the re- 
vival of the bond market and in the 
purchase of annuities from life in- 
surance companies. ... 

I call attention to certain inter- 
esting and important figures recent- 
ly issued by the United States 
Treasury in this connection. Of the 
2 billion, 281 million net flow of for- 
eign capital to the United States 
from Jan. 1, 1935, to Sept. 30, 1936, 
by far the greater part, namely, 1 
billion, 353 millions, is held in the 
form of short-term banking funds, 
chiefly deposits, while only 633 mil- 
lions was employed in the purchase 


of American securities, and some 273 | 


millions was used in the repatriation 


| and to see what possibilitres the fu- 


| place, we have arbitrarily marked up 
| the number of gold dollars in the 


| tion to the enormous increase in the 


| measured in the new units. 














| 
| 
| 
| 


of foreign securities previously own- | 


ed by Americans. 

The bulk of this money 
here, in other words, in forms sub- 
ject to immediate withdrawal, with- 
out any risk of capital loss through 
a decline in security prices. I may 
add that our money market re- 
sources are so enormous that we 


| could give up the whole of this 1 
| billion, 353 millions in a period of 


two or three days with hardly a rip- 
ple in our money market, having in 
mind our great stabilization funds 
and the ordinary resources which 
the Federal Reserve System would 
have for meeting a situation of the 
kind, not to mention our enormous 
volume of excess reserves. ... 

It is very important for us, I think, 
to take stock of our altered gold 
situation which the great crisis and 
the great depression have produced, 
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is held | 


| business in the world outside that 
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ture holds in the light of these 
changes. . . First, as a result of 
the devaluations that have taken 


country by 69 per cent... . By our 
devaluation, we put into the hands 
of the Treasury over 2 billion 800 
millions of gold dollars which had | 
not existed before the change in the | 
law and which can only be used, 
unless offset, at the cost of increas- 
ing, dollar for dollar, our already 
terribly excessive member bank re- 
serves... . 

In the second piace, I call atten- 


world’s annual output of gold as 
There 
has been a great increase in the out- 
put of gold even as measured in 
ounces, as a result of lowered cost of 
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CONTROLLING GROWTH OF DEBT 


production that the depression has 
brought. . . . When, to the increase 
in ounces produced, there is added 
the effect of devaluation, the results 
are very startling indeed. The 
world’s gold production in old gold 
dollars in 1930 was $430,000,000, 
while in 1935 world production 
measured in new gold dollars was 
$1,073,000,000. . 


FUTURE OF COMMODITY PRICES 

There are very ominous possibili- 
ties in the situation. It is difficult 
for the student of economic history 
to escape the conclusion that sooner 
or later the present relations be- 
tween gold dollars of the new par 
and commodities in general must be 
radically altered and that a great 
rise in commodity prices must sooner 
or later come. There is no precise 
historical parallel for the present 
Situation. ... 

The last few years have clearly 
that monetary de- 
basement is no quick and sure cure 
for low prices, and that there is no 
automatic, dependable response by 
prices and business to currency de- 
basement. If a small country does 
it in a stable world, it can get re- 
sults. But, when the two greatest 
and most powerful nations of the 
world, the British Empire and the 
United States, both do it, or for that 
matter, when one of them alone does 
it, the shock to credit throughout 
the world, and to business in other 
countries, offsets this. England’s 
abandonment of the gold standard 
in 1931 was the signal for the sharp- 
est decline in commodity prices, in 
security prices and in volume of 


the whole crisis saw. ... 


CERTAINTY OF PRICE RISE 

Our own rally in commodity prices 
since March of 1933 can, I think, be 
attributed only in very minor degree 
to our debasement of the dollar. We 
were bound to have an immense rise 
in prices in any case, once the un- 
precedented crisis was over and con- 
fidence returned. ... 

Currency debasement and cur- 
rency manipulation in general, in a 
great country, are not quick and 
sure and automatic methods of rais- 
ing prices. 

None the less, over longer periods 
of time and in ways impossible to 
forecast with any exactness, the 
great debasement of the dollar and 
of other currencies, with the result- 
ant immense increase both in the 
existing number of gold monetary 
units and in the number annually 
added by current production, must 
work out its result in the form of 
higher prices for commodities, for 
real estate and for other equities. 
The problem that we face is the 
problem of making this process an 
orderly one, spreading it out over as 
many years as possible, avoiding vio- 
lent booms followed by violent set- 





out of a country it was withdrawn 
from central banks by a process 
which reduced the reserves of the 
commercial banks of the country 
and tightened the money market. 


check the outflow of gold and the 
process was self-limiting. ... 

We have today, however, with the 
Suspension of these automatic ar- 


| rangements in most parts of the 
The higher interest rate tended to 


[Continued on Page 21} 


| which stock issues 





creased the reserve requirements of 
the member banks with a view to 
reducing the excess reserves, and, 
in my judgment, they should go 
further and increase them again, to 
the full extent allowed by the law, 
and then leave them unchanged. ... 
Following this, the Federal Reserve 
System, by appropriate open mar- 
ket and rediscount policy, can con- 
trol excess reserves still further, to 
whatever extent is necessary. 


FINANCIAL TRADITIONS 

But we shall have to get rid of 
the theory that it is necessary to 
have excessively low interest rates 


| if we are going to have any ade- 


quate control over the expansion of 
credit. Exceedingly low interest 
rates and a firm control of excess 
reserves are absolutely incompatible. 
‘ We must be willing to submit 
ourselves again to the discipline of 
firm money markets in periods of 
active demand for money and to the 
discipline of reserve shortages for 
banks that overexpand. ... 
Borrowing should be for purposes 
that will bring back money bor- 
rowed with a profit within the pe- 
riod of the loan. Loans made on 
any other basis are unsound loans. 
And periods of active business and 


| good profits should be periods in 


which debts are paid off and during 
are substituted 
for maturing bond issues rather 
than periods in which debt is in- 
creased lightheartedly under the 
lure of cheap and easy credit. 

The great danger is, of course, that, 
having shaken our old standards 
and having weakened our sense of 
moral obligation in connection with 
the maintenance of the fixed par of 
our currency, and having set a prec- 
edent of currency debasement in a 
great crisis, we shall face tremen- 
dous political pressure in the next 
time of business reaction to do it 
again—with the renewed creation of 
even greater excess reserves and the 





renewed creation of the kind of 
problem we face today. ... 

There is the further great prob- 
lem of a redistribution of the world’s 
gold. These great excesses of which 
I speak are concentrated in certain 
countries, very especially the United 
States. This does not mean 
that we are to give these countries 
gold or that our Government is to 
lend gold to the governments of 
other countries. It means, rather, 
that we are to reopen trade lines 
and restore the basis of interna- 
tional credit to make it possible for 
the debtor countries to work and sell 
goods abroad, earning part of the 
gold they need and reestablishing a 
basis of credit which will enable 
them to borrow a part of the gold 
they need, and, in particular, to at- 
tracu, for a time at least, a dispro- 
portionate share of the newly 
mined gold.... 

We shall lower the value of gold 
in the world as we lower tariffs and 
as we stabilize currencies, and this 


| will tend to raise commodity prices 


expressed in the new units. On the 
other hand, we shall increase com- 
modity production enormously 
throughout the world as we do these 
two things, and this will tend to 
prevent runaways in commodity 
prices. It will operate to make the 
rising prices of commodities wide- 
spread throughout the world. It 
will tend to bring all classes of com- 
modities into the rise and thus tend 


| to prevent the great discrepancies 





in prices of different classes of goods 
and the uneven development of 
prosperity in different industries, 
which so surely cut under a busi- 
ness revival. 


STABILIZATION FUNDS 

Control over the currency under 
the pre-war automatic gold stand- 
ard system was very simple. ’ 
Gold moved in and out of countries 
in moderate amounts in settling in- 
ternational balances. As it moved 

















DerrolT, where the plants of Great 
Lakes Steel Corporation are located, is 
an ideal spot for the manufacture and 
distribution of steel. Its geographical 
setting, its water, rail and truck transport 
facilities, make it possible to render a 


satisfying service to more steel consumers 
than could be done from any other place. 


Great Lakes Steel is a unit of 
National Steel Corporation. 


NATIONAL STEEL 


CORPORATION 
PITTSBURGH 


Ounmeg and Operating —W eirton Steel Company, Weirton, W. Va; 

Great Lakes Steel Corporation, Detroit, Mich.; Hanna Iron Ore 

Company, Cleveland, Ohio; The Hanna Furnace Corporation, 

Buffalo, N.Y., and Detroit, Mich.; The Producers Steamship 
Company, Cleveland, Ohio. 
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‘The Cost of an 
Unsolved Problem 


HE closing of corporation books and the adop- 

tion of budgets at the year-end sometimes throw 
light on important national problems as well as on the 
progress of an individual company. 


The Commonwealth & Southern system is made up 
of six southern companies and five northern companies. 
Approximately the same number of electric customers 
are served by each group. The southern companies are 
located in the Tennessee Valley area, under threat of 
Government tax-subsidized competition, while the 
northern group is free of this interference. 


¢ 


Unper an aggressive uniform merchandising policy, the 


During the last two years, the northern companies have 
been able to refund over 250 million dollars of their senior 
securities at prevalent low interest rates, while the south- 
ern companies, under the impending threat of competition 
and duplication by the Tennessee Valley Authority, have 
been wholly unable so to refund. Moreover, their preferred 
stocks are selling as much as 40% below par despite the 
fact that the dividends on the same have been regularly 
paid and there has been a substantial increase in the busi- 
ness of each of these companies. 


If the southern companies were able to refund their out- 
standing bonds and preferred stocks on the similar bases as 
the northern companies have, it would save these southern 
companies over six million dollars a year in interest 
and preferred dividend charges. This saving is equal te 
approximately one-half of the entire revenue received an- 


companies which make up the Commonwealth & Southern 
system last year sold to their customers more than eighteen 
million dollars’ worth of household appliances, again sur- 
passing all previous records of this company and all other 
utility companies. Of this amount $8,600,000 worth were 
sold by the southern companies and $9,800,000 worth by 


nually from their 400,000 domestic electric customers. 


Construction budgets adopted for 1937 reveal a signifi- 
cant contrast. The northern companies have budgeted ap- 
proximately twenty-five millions dollars for new construc- 
tion. In the south the figure is sixteen million dollars, 





backs as the process goes on and 
preventing a growth in debt paral- 
lelling or even exceeding the rises in 
prices. ... 





Now we can prevent an excessive 
growth of debt if we hold down the 
expansion of credit on the basis of 
the great excess of reserve money 
which has been created by the de- 
valuation process. Our Federal Re- 
serve authorities have already in- 





the northern companies. 


In the south the increase over 1935 in the sale of such 


appliances was 714%, 


while in the north it was 4014%, 


although equal efforts were made in each area. The differ- 
ence reflects in part the retarding effect which the Ten- 


nessee Valley Authority has had on the development of 


private enterprise in the south. 


This retarding effect is further emphasized by a com- 
parison of the increase in the sale of electric energy for 
industrial use from 1933 (the year of the creation of the 
T. V. A.) to 1937. The increase of the northern companies 
was $2% while the increase of the southern companies was 


only 18.3%. 


There is no surer method of discouraging the additional 
investment of capital in a community and the location of 
new industry there than to have capital already invested 
there jeopardized by government subsidized competition 


and socialization 


although the construction requirements there are about 
thirty-three million dollars. This is a direct reflection of 
the difficulties of financing created by the threat of uncon- 
trolled competition. 

¢ 


Thus the absence of a solution of the problem created by 
the Tennessee Valley Authority—a solution long sought by 
this company—is a deterrent to further rate reductions, a 
bar to employment of additional men in construction work 
and the cause of depreciation in the value of the property 
of security holders.{It is to'be hoped that this problem may 
be worked out during the year 1937 so that rates may be 
further reduced in the south, so that more men may be put 
to work, so that security holders may be protected and so 
that taxpayers may be relieved of unnecessary public 
expenditures. 

WENDELL L,. WILLKIE, 
PRESIDENT. 


The average domestic rate in the entire Commonwealth & Southern system has declined from 5.19 cents per 
kilowatt hour in 1932 to 3.43 cents in November 1936. The rates of Commonwealth & Southern companies, 
in each of the eleven states in which they operate, are substantially lower than the average for the state. 


The COMMONWEALTH & SOUTHERN CORPORATION 


MICHIGAN — OHIO — ILLINOIS — INDIANA — PENNSYLVANIA — GEORGIA 
FLORIDA — MISSISSIPP] — SOUTH CAROLINA — ALABAMA — TENNESSEE 
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Investment Trusts: 
More Control Sought 


‘YOMPREHENSIVE legislation to 
“ control America’s five billion dol- 
lar investment trust business is 
urgently needed, Securities and Ex- 
change Commission tells Congress, 
after completing only part of its broad 
investigation in the field. 


In the Public Utility Act of 1935 the SEC was di- 


rected to study investment trusts and make a re- 
port to Congress at this time. After investigating 
more than a thousand active and inactive trusts 


by means of questionnaires, field studies and public 
hearings over a period of a year and a half, the 





Car ission finds its task far from complete. 

Consequently the report submitted last week to 
the legislators merely notifies them that specific 
recommendations will be forthcoming later, prob- 
ab'y this session What those recommendations 
will be. was not disclosed, although a general out- 
line of what may be expected was presented in 
these columns last week. 


Investment trusts are organizations which, the- 
oretically at least, diversify the investments of a 
large number of their stockholders. A trust sells 
shares to the public and with the capital thus ob- 
tained buys stock in other corporations, thereby 
the risk of the investment to a minimum. 

These items stand out In the preliminary report 
based on SEC’s researches thus far: (1) there were 
574 active trusts with almost 1,500,000 stockholders 
the end of 1935; (2) the American public had in- 





reducing 


at 


vested about 6'2 billion dollars in investment trusts 
up to that date and had taken a loss of some three 
billion dollars: (3) the public still continues to evi- 


dence interest in investment trust securities, since 
313 issues of this type have been registered under 
the Securities Act of 1933 up to November 30, 1936. 


PERSONAL HOLDING COMPANIES 

On the borderline between the type of companies 
coming under the survey of the present investiga- 
tion and other investment companies are personal 
holding companies, insurance companies, and oth- 
ers, the primary purpose of which is not to con- 
duct investment programs for the general public 
and whose equity shares are not held by the public. 

Last week attorneys for the investigation took up 
time an example of the borderline 


for the first 
type—Light & Power Securities Company of New 
York City—originally formed as the personal hold- 


ing company of the late Charles A. Coffin, for many 
years president cf the General Electric Company. 

Admitting that public participation in the con- 
cern was slight, L. M. C. Smith, SEC attorney, sug- 
gested five reasons why any regulations for invest- 
ment trusts in general should include corporations 
similar to Light & Power securities. 

The possible reasons were: (1) the stock now 
closely held might get into the public’s hands in 
the future; (2) by their charters the companies 
are capable of making public offerings of stock; 
(3) control of the companies may be sold to other 
interests which may possibly discontinue the per- 
sonal holding feature; (4) in some instances these 
companies control other corporations which do 
have stocks outstanding in the hands of the public, 
and (5) they may possibly be used to conceal trans- 
actions contrary to the public interest. 


THE OPPOSITION ARGUMENT 

To all these suggestions Christie P. Hamilton, 
president of Light & Power Securities, answered that 
his company and its subsidiaries had good records, 
and that “personal holding companies with good 
records should be automatically exempted from 
any regulation.” 

Mr. Hamilton went on record against any legis- 
lation for investment trusts because there are 
“plenty of laws in the land without creating any 
new ones.” The endeavor to “control crookedness,” 
he said, “may penalize honest enterprise and hon-~- 
est mistakes.” 

Mr. Hamilton rose to his present position of con- 
trol over some $16,000,000 of assets from a start as 
office boy in Mr. Coffin’s office. The General Elec- 
tric executive began to rely more and more upon 
his messenger until young Hamilton finally became 
his financial secretary. 





Week's Financial Highlights 


Latest Charge Against A. T. & T. 
Record Output of Small Coins 


Mint Record.—Uncle Sam stamped out more pen- 
nies, nickels, dimes, quarters and half dollars in 
1936 than in any other year except 1919, Mrs. Nellie 
Tayloe Ross, Director of the Mint, reports. Almost 
723,000,000 pieces, valued at $46,000,000, were coined, 
compared with 516,000,000 pieces valued at $38,000,- 
000 during 1935. 

Annual Reports——Under amendments to the Se- 
curities and Exchange Act of 1934, made last year, 
companies whose stocks are not listed on stock ex- 
changes but whose new issues have been registered 
with SEC must file annual reports the same as 
listed concerns. Last week SEC adopted special 
report forms for these companies. 

Phone Argument.—Heated discussion transpires 
during session of the Federal Communications 
Commission’s investigation into the American 
Telephone & Telegraph Company, as commission 
engineer Cyrus G. Hill charges that approximately 
108 million dollars of the value of the company’s 
long line department represents equipment which 
will always be idle and that the public is paying 
for this “imprudent construction.” Counsel for A. 
T. & T. argued that there were inaccuracies in the 
report and demanded a chance to cross-examine 
Mr. Hill, but were denied the opportunity. 

Play vs. Instruction.—A Federal District Court in 
Atlanta, Ga. enjoins Federal Government from 
collecting taxes on admissions to college football 
games, arguing that the games were educational 
Tunctions and inereoy exeinpt trom taxation. 

Honorary Reserve Officizls.—Fullowing policy 
established last year, all chairmen of Federal Re- 
serve Banks now are on an honorary basis, receiving 
no salary, as result of several changes in personnel 
made by the Board of Governors of the Federal 
Reserve System last week. 
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—Underwood & Underwood 


THE “BUDGET FAMILY” POSES FOR THE READERS OF THE NEWS 


] [IGH officials of the Treasury confer with members of Senate and House 

Those taking part, left to right, 
front row: Senator Carter Glass, Chairman, Appropriations Committee; 
Senator Joseph T. Robinson, Majority Leader of the Senate; Representa- 
tive William B. Bankhead, Speaker of the House; Secretary of Treasury, 
Henry W. Morgenthau, Jr.; Representative Henry B. Steagall, Chair- 
man, House Banking and Currency Committee; Representative Robert 
L. Doughton, Chairman, House Ways and Means Committee, 


committees on the 1937 budget. 


Reserve System. 


In the back, standing, left to right: 
Senate Finance Committee; Jesse H. Jones, Chairman, Reconstruction 
Finance Corporation; Herman Oliphant, General Counsel, Treasury; 
Representative Fred M. Vinson, member, House Ways and Means Com- 
mittee; Representative T. Alan Goldsborough, member, House Banking 
and Currency Committee; Daniel Bell, Acting Director of the Budget; 
and Marriner S. Eccles, Chairman, Board of Governors of the Federal 


Senator Pat Harrison, Chairman, 





AN END TO FEDERAL BORROWING IN SIGHT: 
WHAT IT MEANS TO BUSINESS AND FINANCE 





Necesanratca 


FINALE to the huge financing program of the 
United States Government, entailing the 
borrowing of billions of dollars, is in sight. 
Tha‘, fur banks and other institutions, is one of 
the most important conclusions to be drawn 
from President Roosevelt’s budget for 1938. 

Although there still remains some borrowing 
to be accomplished during the remainder of the 
fiscal year 1937, Government fiscal experts now 
predict that the program will come to an end on 
June 30. This year then will be the last in 
which the New Deal enters the money market 
for enormous sums of new capital to carry on 
its emergency spending program. 

For the 1938 fiscal year sharply advanced rev- 
enues and some pruning of expenditures will, 
according to budget estimates, place the Treas- 
ury in a position of not having to borrow money 
to finance a deficit. And in the following fiscal 
year, 1939, instead of asking the public to lend it 
money, it can do exactly the opposite and begin 
to repay some of the loans already on its books. 


When President 
Roosevelt entered the 
HAS EXPANDED IN White House in 1933, the 
LAST FOUR YEARS bic debt of the United 
States amounted to $20,937,000,000. According 
to the revised estimates contained in the new 
budget, the debt will aggregate $35,026,000,000 
at the end of the current fiscal year, June 30. 
Thus the interest-bearing debt will have been 
increased about $14,000,000,000 in a little over 
four years. 

Accompanying the rise of the debt has been 
a change in its composition and distribution. 
Prior to the New Deal’s deficit financing the in- 
debtedness was due largely to bond issues 
floated to finance the extraordinary expendi 
tures of the World War. 

This post-war debt had originally been built 
up for the most part by long-term Liberty 
Bond issues which had been popularly under- 
written by both individuals and institutions. But 
because most of the deficit financing of the New 
Deal has been absorbed by banks and similar in- 
stitutions, the composition of the debt has 
changed considerably. 

Whereas the debt in 1931 consisted of almost 
80 per cent in long-term bonds and the rest in 
notes or bills maturing within five years, only 
about 56 per cent of the debt at the end of June, 
1936, was composed of long-term bonds and 43 
per cent was in short-term maturities. 


HOW PUBLIC DEBT 


HOLDINGS BY BANKS Latest available figures 


reveal that more than 
Scam” half of the Federal in- 
terest-bearing debt is 


now held by banks, including the Federal Re- 
serve banks. On June 30, 1936, when the total 
debt was $32,600,000,000, the banks held about 
$16,900,000,000 or 51.9 per cent, it was recently 
reported by the National Industrial Conference 
Board. 

Insurance companies also have been busy in 
buying Government securities for their port- 
folios in the last four years. In 1933 insurance 
companies held about $421,000,000 in Govern- 
ment securities. At the end of the 1936 fiscal 
year these holdings had jumped to $3,500,000,000. 

Together, the banks and insurance companies 
of the country, according to a study by the 


| 





daily American Banker, held 67 per cent of the 
national debt at the end of the 1936 fiscal year, 
or about $23,000,000,000. Since then there have 
been two quarterly financing periods and the to- 
tal held by these institutions probably increased 
considerably as a result of the new flotations. 

These increases in Government holdings have 
taken place despite constant warnings by many 
leaders in the banking field of dangers inherent 
in such a large proportion of the public debt in 
the hands of banks. The low interest rates 
which have resulted from the clamor of institu- 
tional investors to obtain Government bonds 
have been the one factor most often pointed out. 

The danger, said the critics, was that if in- 
terest rates should tighten, the phenomenally 
high prices for Government bonds would not 
hold. With the banks holding so many govern- 
ments a substantial decline in the market prices 
of those bonds would place the banks in a pre- 
carious pasition. 

Then again it was claimed that, when the de- 
mand for capital arose from industry, the banks 
and institutions would be glutted with Gov- 
ernment bonds, and would not be able to supply 
companies with the credit needed for new plant 
and equipment. 


Now, what will happen 
when Uncle Sam retires 


OF BORROWING from the money market? 
AFFECTS INTEREST y 
First, there may be a 


tendency fer interest rates to rise, which would 
be injurious to the banks. One authority has 
said that if interest rates went half way to the 
level’ of the 1920’s, a large part of the capital, 
surplus, and undivided profits of half the banks 
in the country would be wiped out. 

But the Federal Government has no intention 
of letting the interest rates rise, if it has the 
power to keep them low, and its experts feel 
sure that it has. A major purpose of the Gov- 
ernment in the coming years will be to refund 
about thirteen billion dollars of short-term debt 
into long-term bond issues, and that will neces- 
sitate every effort to keep charges down. 

Second, the banks will have to go elsewhere 
for investment possibilities, if no more new Gov- 
ernment issues are to be forthcoming. 


HOW THE STOPPAGE 


In recent years the increase in loans and in- 
vestments of member banks has been almost en- 
tirely attributable to increased holdings of Gov- 
ernment or Government-guaranteed obligations. 
From June 30 total loans and investments ad- 
vanced by about $7,500,000,000, and the invest- 
ments in Government obligations increased by 
almost $6,800,000,000. Thus about 91 per cent 
of the increase in total loans and investments 
during the three years can be accounted for by 
purchases of Federal bonds and notes. 

Banks have been hard pressed to find any 
other suitable way to put their funds to work 
in the depression years. Because they have had 
large sums of idle dollars looking for invest- 
ment, they have clamored to buy Government 


securities at constantly decreasing interest 
rates, 

Their idle funds are 
BANKS MUST FIND now larger than they 


NEW FIELDS FOR were in 1929, but industry 
THEIR INVESTMENTS and business are not yet 
making heavy demands for new loans or new 
capital. The banks, Government officials feel, 
cannot sit on the sidelines and expect to be fed 


+ 


Government securities, but must develop new 
fields of investment. 


One field which the banks probably will in- 
vestigate thoroughly is loans to business. Al- 
ready the so-called “other loans,” which cover 
borrowing outside the categories of security, 
real estate and trade paper loans, are definitely 
on the upgrade. Since June these loans are re- 
porting member banks have expended more 
than $650,000,000, the most substantial upturn 
since the depression got under way with the 
1929 stock market crash. 


If too large an increase in this figure should 
take place, a credit expansion of boom propor- 
tions would be entirely possible. The same 
leaders of banking who argued against the load- 
ing up of banks with Government securities are 
now warning against the speculative boom 
which might arise from heavy loans to finance 
production, 

For this very reason Government officials 
consider that the banks should develop new 
sources of profitable investment. Some of the 
new developments might well take place, they 
feel, in mortgage financing, small personal loans, 
installment financing and real estate loans. 
Banking institutions will have to change their 
investment portfolios, is their answer to the 


problem, 
Lewis H. Bowen. 
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Making Mining Safer 
For the Investor 


SUPERVISION of the financing of new mining 

companies has been one of the Securities and 
Exchange Commission’s most perplexing problems 
ever since the Securities Act of 1933, the “truth in 
securities” act, went into effect. With the con- 
stantly increasing number of gold mining ventures, 
need for enforcement has become urgent. 

Two difficulties surrounded SEC’s control of pro- 
motional mine enterprises. First, the regular form 
provided for registering securities proved too 
lengthy for companies in the promotional stage 
which need funds quickly to start operations. Sec- 
ond, many “wildcat” concerns began to peddle 
mining stocks without registering them. 

SEC’s answer to the first problem has been a 
simplified registration form, drafted after con- 
sultation with many mining engineers and pro- 
moters. One trade journal last week said the 
“effort to simplify the proposed registration state- 
ment has resulted in a form which should satisfy 
all but the crooked promoter and the unreasonable.” 

Answer to the second problem is a vigorous cam- 
paign against the sellers of unregistered mining 
stocks. The brunt of the enforcement work has 
fallen on the Denver, Colo., regional office. The 
Staff there is being strengthened with new lawyers, 
accountants and engineers, 

Although charges have been made recently that 
lack of enforcement is placing honest promoters at 
a disadvantage, spokesmen for the Commission de- 
clare that the SEC is proud of its record thus far, 
and that the next month or two will see the lid 
clamped down even tighter in the Denver district. 





Tighter Margin Rules 


Closing Loophole in Law 
To Check Speculation 


LOOPHOLE in the margin requirements for 

buying stocks may soon be closed. Officials of 
the Reserve Board in charge of security loans are 
busily engaged in digesting criticisms and com- 
ments on a proposed amendment to their regula- 
tions. 

Prior to enactment of the Securities Ex- 
change Act of 1934, “buying on margin,” or pur- 
chasing stocks on credit, was relatively free from 
any rules. In the main, brokerage houses allowed 
credit on the basis of the individual customer. 

When the Act was passed it contained compli- 
cated regulations for brokers to follow in extending 
credit. Primary purpose of the restrictions was 
not to protect the buyer, although that came as a 
by-product, but to give the Federal ‘Reserve Board 
power to control the amount of bank credit flowing 
into speculative channels. 

The margin rules, embodied in the Board's Regu- 
lation T, were later altered so that a buyer of stocks 
had to put up at least 55 per cent of the purchase 
price in cash. As things stand now a certain num- 
ber of days may pass before the required margin 
must be furnished, 

The Board's division of security loans, under the 
direction of Carl E. Parry, found that a practice has 
developed where purchasers on margin sell within 
a period of three or four days, and thus escape 
putting up any margin. This practice, repeated by 
“in and out trading,” formed a “continuous avoid- 
ance of the regulations.” 

To remedy this situation the Board proposes to 
require customers to furnish the 55 per cent mar- 
gin before the purchase is consummated. The Re- 
serve Banks have studied the proposal and sub- 
mitted their criticisms of it to the Board. A major 
criticism is reported to be that the rule would 
further cut the volume of stocks transactions and 
make for “thin” markets. In Reserve circles, how- 
ever, it is thought the rule will go through as 
originally written. Official word is expected soon. 








+ Maps Out Federal Tax Campaigns + 


J(VIDENCE increases daily that there will be im- 

portant changes proposed in the Revenue Act 
of 1936, particularly as to the surtax on undistrib- 
uted corporate profits, during the present session 
of Congress. When the sound and fury over the 
legislation arises, Arthur H. Kent, recently ap- 
pointed assistant general counsel in the Treasury 
Department, will find his work increasing by leaps 
and bounds. 

In his new position Mr. Kent has been made 
responsible for handling revenue legislation and 
tax matters which the Treasury, as distinguished 
from the Internal Revenue Bureau, administers. 
This distinction is similar to the one between the 
staff of the Army and the line; Mr. Kent will be 
engaged in mapping the campaign, while the offi- 
cials of the Internal Revenue Bureau are on the 
firing line seeing to it that taxes are collected. 

Mr. Kent was born in Lincoln, Nebraska, on March 
18, 1894, and most of his boyhood days were spent 
in the “Rocky Mountain country,” and in the Pacific 
Coast. He enrolled in the University of Southern 
California at Los Angeles, where he was graduated 
in 1917 just in time to enlist in the army. 

During college and the years following grad- 
uation Mr. Kent was motivated by one ambition, 
and that was to be a lawyer. In the Senior year 
of college, when he majored in philosophy and 
psychology, he was also a part time instructor in 
the latter subject. 

It was because of his abilty in conducting psy- 
chological tests that he obtained interesting work 
in the army, since that branch of the service was 
looking for just such men to examine recruits. How- 
ever, that particular type of work kept Mr. Kent 
from seeing service abroad. 

For several years after the war, Mr. Kent was 
connected with various Western and Mid-western 
concerns, generally in the sales promotion depart- 
ments. Later he attended the Stanford Law School 
and was graduated in 1925. The next ten years 
found him teaching law in the University of Oregon, 
the University of Cincinnati and the University of 
Chicago. He taught at the last institution for 
about seven years prior to his coming to Washing- 
ton. 

In June 1934 Mr, Kent was appointed a special 
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assistant to the assistant general counsel of the 
Internal Revenue Bureau. When Robert H. Jackson 
resigned as general counsel of the bureau to ac- 
cept an appointment in the Department of Justice 
last February, Mr. Kent was made acting general 
counsel. His inclinations however leaned more to 
the mapping out of revenue programs than to the 
actual operation of a tax collection office, and he 
asked to be transferred, agreeing to stay on until 
a successor to Mr. Jackson could be named. The 
vacancy was filled early last month and Mr. Kent 
assumed his duties in the legal staff of the Treas- 
ury Department. 

Mr. Kent, who has severed his connection with 
the University of Chicago, now lives in Chevy Chase, 
Maryland. He is married and has one daughter, 
For recreation he plays golf. He played football! in 
his college days, but cannot “lay any claims to be- 
ing a star.” 
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QUESTION OF THE WEEK: SHOULD CONSTITUTION 
BE AMENDED TO REGULATE WAGES 


Earl F. Reed 


Of Thorp, Bostwick, Reed and 
Armstrong, Attorneys-at-law, 
Pittsburgh, Pa., 


answers: 


[Continued From Page 5.] 


decrease in employment. At least 
this would be the case if extreme 
regulations such as the 30-hour 
week were adopted because it would 
have the effect of forcing many 
small employers out of business and 
would mean a drastic reduction in 
the number of domestics and farm- 
hands now employed. 

Whether or not such an amend- 
ment would in the long run increase 
employment would be purely a mat- 
ter of guesswork. I think it is clear, 
however, that it would not increase 
real wages. 


If the Federal Government is to | 


have the power to fix hours and 
wages I think the only fair way to 
give it that power is by Consti- 
tutional amendment specificially 
giving the Congress such power. To 
lodge the power in the States would 
résult in hopeless confusion and 


, competition among the States for 
industries desiring to pay low 
wages. 
The conception of wages and 
| hours fixed by the Federal Govern- 
| ment is so different from our pres- 
ent political system and such a rad- 
ical change that it ought to be ac- 
complished, if at all, by amendment 
| and not by indirection or subterfuge. 
For this reason, I believe that the 
question of adopting such an 
amendment should be submitted 
directly to the people through the 
procedure of constitutional conven- 
tions, rather than by action of State 
Legislatures. 





Senator Ashurst 


| Democrat, of Arizona, Chairman 
| 


Of the Senate Judiciary Committee 


answers: 


(Continued From Page 5.} 


will ever be discovered whereby 
mankind will subsist except 
through his own efforts. No éasy 
way to achieve success has éver 
been or éver will be discovered. 




















CONDENSED 


FIRST NATIONAL BANK 


IN ST. 


At the Close of Business, December 31, 1936 
* 
RESOURCES 


Other Securities Guaranteed by 
U. S. Government 
Cash and Due from Other Banke 





Loans and Discounts 
Other Bonds and Stocks 
Stock in Federal Reserve Bank 


Other Real Estate Owned 


Acceptances, é¢tc. 
Accrued Interest Receivable 
Overdrafts 
Other Assets 


Capital — Common 

Surplus and Profits 

Reserve for Contingencies 
Reserve for Taxes, Interest, etc. 
Unearned Discount 


Other Liabilities 
Individual Deposits 
Savings Deposits 
Bank Deposits 


Funds 


Total Deposits 











United States Government Securities 


Total Cash and Government Securities 


Banking House, Improvements, Furniture and Fixtures 


Customers’ Liability a/e Letters of Credit, 


LIABILITIES 


Liability a/c Letters of Credit, Acceptances, etc. 


City of St. Louis and Other Public 





Broadway ¢ Locust ¢ Olive 


STATEMENT 


LOUIS 


$76,180,638.70 


16,649,895.02 

80,195,695.97 
$173,026,229.69 
64,873,018.47 
6,842,643.49 
390,750.00 
651,636.88 
1,996,432.41 


523,607.03 
582,849.80 
34,747.27 
3,029.60 


$248 924,944.64 


$10,200,000.00 
7,499 ,949.73 
425,000.00 
229,029.12 
119,924.54 
542,272.03 
1,945.01 
$115,506,019.66 
32,084,948.77 
77,350,382.42 





4,965,473.36 


9248,924,944.64 








Ne Member Federal Deposit Insurance Corporation 
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CONDENSED 
STATEMENT OF CONDITION 
DECEMBER 31, 1936 


* 


ASSETS 


Cash in Vault, and with Banks. . . $ 38,404,317.18 
U. S. Government Bonds. .... +.  60,184,452.71 
Other Bonds and Securities including 

Stock of the Federal Reserve Bank 13,412,672.60 
Accrued Interest and Other Assets . 819,914.26 
Rams Peemines. sc 06 tt 00 0 3,4162,129.58 
Other Real Estate ......600. 1,877,142.50 
Customers’ Liability under Accep- 


tances and Letters of Credit . . . 1,356,856.38 


Loans and Discounts. . ..... . © 48,250,349.52 
Total Assets... 6. 5 6 6. . $167,767,834.73 


Assets are stated Net after Reserves. 


LIABILITIES 








Deposits. ..... 
Acceptances and 


+ + « $150,794,634.75 


Letters of Credit . . . %3,462.897.01 


Less: Amount in 
Portfolio. «1 2 2 2 


2,086.459.83 — 1,376,437.18 


Other Liabilities « . 2. 1 2 ee ee 96,769.61 
Reserve for Interest, Taxes, etc. . . 309,129.01 
Reserve for Preferred Stock Dividend 190,000.00 
Preferred Stock Retirement Fund . 390,000.00 

8,000,000.00 


Capital Stock — Preferred ..... 
000 shares, Par $16 per share, retirable at $24 per share. 


5,000,000.00 
250,000 shares, Par $20 per share. 
Surplus, and Undivided Profits . . . 1,610,864.18 


Total Liabilities .:...... $167,767 834.7: 


CENTRAL NATIONAL BANK 


OF CLEVELAND 
ELEVEN CONVENIENT OFFICES 


Member Federal Deposit Insurance Corporation 


Capital Stock— Common ..... 
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Poverty is not necessarily a badge , 


of incompetence; many capable per- 
sons fail. ... 

It is nature’s harsh but wise law 
that the person who receives a sub- 
sistence otherwise than through the 
fruits of his own labor will degen- 
erate, and that the person who ex- 
pects to “get something for noth- 
ing” has already begun to decay. 

All these words have brought me 
to the question as to whether a 
changing or dynamic economy may 
be confined within a static or po- 
tential system. If we remain in- 
different to the changes in the aims, 
habits and methods of society—in- 
different to the dramatic march of 
events—do we not run great risks? 
Whether or not we agree as to the 
wholesomeness of the changes we 
may not deny that they have 


| Come. ... 


| BRIEFEST AMENDMENT 


This is the briefest amendment 
ever poposed (the amendment 
granting Congress power “to regu- 
late agriculture, commerce, industry 
and labor”), yet its seven operative 
words, “to regulate agriculture, 
commerce, industry, and labor,” are 
ample to grant to Congress the 
power, within some limitations, to 


_ make such laws as were recently de- 


clared by the Supreme Court of the 
United States to be beyond the 
power of Congress to enact. 

This proposed amendment, if rati- 
fied, would give Congress power to 
regulate hours and conditions of 
labor, fix minimum wage standards 
in any employment, regulate indus- 
try, business, production, agricul- 
ture, commerce, labor, and trade, 


| and denounce unfair practices. 


The Constitution is an instrument 
to defend liberty without opposing 
true progress. The Constitution will 
not be preserved by thwarting a 
well-defined, seasoned, sober sec- 
ond thought of the citizenry. 

Nothing can be gained by an at- 
tempt ‘to deny the plain fact that 
the Supreme Court of the United 
States is, and will remain, the au- 





Should Any Arms Embargo Be Mandatory? 


In its issue of Jan. 4, The United 
States News presented a round 
table discussion on the _ subject: 
“Should arms embargo be manda- 
tory or left to the discretion of the 
President?” The following letter 
was received too late to be printed 
in that symposium: 


Allen W. Dulles 

Former member of the Foreign 

Service and now a member of the 

New York Bar 
answers: 

(1) Should it be mandatory on 
( the President to embargo 
arms, ammunition and implements 
of war to all belligerents in time of 
war? Or should the President have 
the right to apply an embargo only 
to o nation which he feels is the 
aggressor? 

An arms embargo should not be 
mandatory but left in the discretion 
of the President. However, if in- 
voked by the President it should be 


| applicable to all belligerents unless, 
| pursuant to an agreement between 


the principal arms producing coun- 
tries, the embargo is limited by such 
an accord to one belligerent; that is 
to say, discrimination would not be 
desirable by the unilateral action of 
the United States or by any attempt 
on our part alone to determine an 


| aggressor. 


Discrimination might be justified 
where concerted action is being 
taken by the important arms pro- 
ducing countries. 

If, as seems to be the determina- 
tion of Congress, we are to have a 
“mandatory” arms embargo in some 
form, let us at least have the com- 
mon sense to leave the President 
discretion in a war between South 
American countries. In such a case 
a mandatory embargo by the United 
States, in the absence of a like em- 
bargo by other powers, will merely 
mean that the European countries 
will supply the arms to South 
America, and possibly decide the 
result of any war there. In fact it is 
almost an invitation on our’ part to 
European intervention in this hem- 
isphere. 

2) Should the President have 
the right to extend arms embargo 
to all articles which can be used 
indirectly in war if he féels it would 
shorten the conflict? 

The same general principle ap- 
plies to an embargo on raw mate- 
rials generally as to an arms em- 
bargo, except that here the conse- 
quences of action are more serious. 
The difference between guns and 
gun cotton, between the finished 
product and the raw material, has 
lost real significance. 

It is conceivable that the United 
States could play a decisive part in 
curbing war if the President had 
the power to embargo exports in any 
situation where concerted action by 
the other great exporting countries 
was assured. Certainly mandatory 


AND HOURS? 


thoritative interpreter of the Con- 
stitution. 
If additional power be needed by 


Congress in order to enact social | 


legislation, we must secure author- 
ity from the source of governmental 
power, the people themselves, by 
constitutional amendment, and not 
by insisting that the Supreme Court 
Shall make strained constructions 
and interpretations of the Consti- 
tution. 

Whether this proposed amend- 
ment will be ratified by the required 
number of States is a question to 
which no answer may be vouchsafed 
at this time. 

There are, of course, some perils 
to be encountered in granting such 
authority to Congress; but candor 


| and frankness require us to admit 


that the existing complexity and 
interdependence of American life 
and industry make necessary the 
national treatment of many prob- 
lems. 

This proposed amendment, if rati- 
fied, would augment Federal author- 
ity, but it would not constitute a 
fatal surrender of that irreducible 
and necessary balance of power be- 
the nation and the States. 

Thomas B. Macaulay, whose tal- 
ents and merits as a philosopher 
and historian were great, almost be- 
yond the range of eulogy, speak- 
ing in the Britsh House of Com- 
mons on parliamentary reform on 


| Sept. 20, 1831, among other things, 


said: 

“The end of a government is not 
directly to make the people rich 
but to protect them in making 
themselves rich, and a government 
which attempts more than this is 


| precisely the government which is 


likely to perform less.” 

I paraphrase Macaulay's remark to 
say that the end of a government is 
not directly to feed the people but 
to protect them and assist them in 
feeding themselves, and the gov- 
ernment which refuses to attempt 
this, is precisely the government 
which will probably never again ac- 


| complish anything. ... 





embargo all exports useful in war, 
whenever war breaks out anywhere, 
would be an act of near insanity 
both economically and politically. 
Such a law would never stay on our 
statute books if the test came, for if 
it did we would see our exporters 
moving their business to Canada. 

Either this whole idea must be 
abandoned or discretion must be left 
somewhere to determine when to im- 
pose the embargo and what goods 
to embargo. Such discretion can only 
be exercised by the Executive, but it 
might be limited by providing that 
any embargo would continue only 
for a stated period after Congress 
had the opportunity to act unless 
then approved by Congress. 

Here again if there is be any dis- 
crimination between belligerents it 
should be on the basis of concerted 
action among the nations, not on 
the basis of a unilateral attempt on 
our part to single out an aggressor. 

(3) Should the United States in- 
sist on its right to carry on trade 
as a neutral in time of war? 

The United States does not trade 
but its citizens do. War trade in 
belligerent areas should be at the 
risk of the individual trader and 
the United States Government 
should not be under any obligation 
to enforce on behalf of its nationals 
any so-called trading rights in time 
of war. 

We should, however, reserve the 
right to assist our citizens in as- 
serting pecuniary claims for wrong- 
ful seizures and be watchful against 
the attempts of belligerents to tam- 
per with our commerce in order to 
further their own trade. 

(4) Should Americans be per- 
mitted to extend loans and credits 
to belligerents? 

The public flotation of loans for 
belligerents should be banned but if 
trade is allowed to continue, private 
commercial or banking credits 
should be permitted. 

(5) Should Americans be al- 
lowed to travel in war zones or on 
belligerent ships? 

The travel by Americans on bel- 
ligerent vessels or in war zones 
should be at their own risk. I 
would not favor imposing penalties 
or loss of citizenship but it should 
be made clear that by such action 
a citizen forfeited any claim to the 
protection of his flag. 

Until we know what kind of a 
war is coming, where it is to be 
located, who are to be the bellig- 
erents, and the nature of the issues, 
it is impossible to determine where 
American vital interests may be. Any 
hard and fast neutrality legislation 
would be a shot in the dark—a 
boomerang which might come back 
to plague us. Unless we can have 
flexible neutrality legislation the less 
we have the better. 

Nothing would be likely to lull the 
United States into a false idea of 
its own security than to feel that 
we had established a legislative im- 


législation forcing the President to ! munity against war. 


‘A Broader Scope 


For Hearings on 


Trade Agreements 


HE opportunity for American 
producers to be heard when a re- 
ciprocal trade agreement with a for- 
eign country is under consideration 
is being broadened by the State De- 


Acting Secretary Moore announced 
on Jan. 6 that the present procedure 
is being modified in two respects. 

In the first place, at the start of 


discussions with another country 
looking toward a trade pact, an in- 


formal preliminary notice will be | 


given the public. This method is 
being adopted to give persons inter- 
ested in particular commodities an 
opportunity to make their views 
known to the Reciprocity Commit- 


tee at an early date. 

Up to this time a formal notice of 
intention to n2gotiate has been 
given only after discussions were 
well under way, and marked the pe- 

| riod when the public could be heard. 
| In the second place, when the 
| usual formal notice is given also, it 
| is to be accompanied by a list of the 
commodities which are within the 
range of consideration. Heretofore 
only a trade summary has been 
given out. 


partment. 
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Chartered 





BANK of the MANHATTAN COMPANY 


NEW YORK 
Statement of Condition as of December 31, 1936 


ASSETS 


Cash and Due from Banks and Bankers. . . « « $189,024,992.81 
U. S. Government Obligations, Direct and Fully Guaranteed 80,486,815.93 
Qther Public Securities. . . . « 0 « © © 0 @ 7,161,997.21 
ern og 6 6 4 ee A Oe ee 14,452,950.29 
Demand Loans Against Collateral . . . « 2 «© + 84,838,863.08 
Loans and Discounts . . . « « © © 9 © © « 155,897,531.39 
Real Estate Mortgages . 1 2 ¢ © ws ee © oo 2 7,934,214.4) 
Banking Houses Owned « ¢ « « 6 «© @ @ @ 15,103,014.68 
Other Real EstateOwned . . . 2. 2 «© «© © @ 3,689,483.01 
Customers’ Liability for Acceptances (Les Anticipation 9.340,267.63 
ee ee eee ee 2,607,946.42 


$570.538,076.86 





LIABILITIES 
$20,000,000.00 


Cap it al ee 
20,000,000.00 


Surplus . . 1. 1. ee eee 


Undivided Profits . . +. 6 & . 5,431,681.01 — $45,431,681.01 
Reserve for Contingencies. . . . . « « © @ « 2,213,307.69 
Dividend Payable January 2nd, 1937. . « 5 « « 750,000.00 
Deposite . . . 2 2 + © © © © © © 0 6 @ 6 «© 463,000,948.69 
Certified and Cashier's Checks « . « 6 « 6 «© © © 45,151,359.93 
Acceptances Outstanding . . . . + « « « «© «  10,193,682.87 
Other Liabilities, Reserve for Taxes, etc. . . « « 3,797,096.67 


$570,538,076.86 


On December 51, 1996 of the above assets $30,186,438.07 are deposited to 
secure public and trast deposits and for other purposes required by lew. 


Member Federal Reserve System Member Federal Deposit Insurance Corporation 
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CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 







Statement of Condition, December 31, 1936 






RESOURCES 


Cash and Due from Banks ; , 
United States Government Obligations, 









$335,804,629.49 













Direct and Fully Guaranteed . 558,185,308.83 
Other Bonds and Securities . . , 52,074,399.88 
Loans and Discounts ° ° ‘ 261,704,545.25 
Stock in Federal Reserve Bank . ° 2,625,000.00 
Customers’ Liability on Acceptances . 894,053.60 
Other Banks’ Liability on Bills Purchased 264,207.09 
Income Accrued but Not Collected ‘ 3,372,277.81 
Banking House ° . ° . 13,500,000.00 
Real Estate Owned other than Banking 

House e ° . ° 4,088,591.95 





LIABILITIES 








$1,232,513,013.90 














Deposits . . . . . $1,109,980,393.50 
Acceptances ° : ° 896,760.35 
Other Banks’ Bills Endorsed an 264,207.09 
Reserve for Taxes, Interest and Expenses 4,536,350.99 
Reserve for Dividend on Preferred Stock 600,002.52 
Reserve for Contingencies ‘ ° 11,405,915.82 
Income Collected but Not Earned ‘ 427,304.19 
Preferred Stock ‘ . ° 45,000,000.00 
Common Stock . ‘ ‘ 30,000,000.00 
Surplus. ‘ . . . 15,000,000.00 
Undivided Profits . . 14,402,079.44 























$1,232,513,013.90 








United States Government obligations and other securities cartied at $135,350,254.18 
are pledged to secure public and trust deposits and for other purposes 
as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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Newsqram 


labor: ADVANCE IN GOVERNMENTAL CONTROL 


+ 





ALMOST unnoticed amid the 

thunderous clash of labor 
forces and industrial manage- 
ment in the automobile indus- 
try (see page 2), the process of 
bringing labor conditions un- 
der the jurisdiction of govern- 
ing bodies moves steadily for- 
ward. Three developments are 
currently under the spotlight. 


First, the final nail is driven into 
the panel intended to keep prison- 


+ 


Congress to Seek to Fix Minimum Wages 
| Constitution ratified. 





And Hours of Work. Child Labor 





goods for use by the State and mu- 
nicipalities is an alternative, but 
an inadequate one, they assert. 

The Supreme Court’s part in the 


question was upholding the Ashurst- 


made goods from sifting into States | 


that prohibit the sale of such goods. 
A decision by the Supreme Court 
accomplishes this result. 

Second, the President calls on the 
governors of the 19 States whose leg- 
islatures meet in 1937 to bend their 


Sumners law, which forbids the in- 
terstate transportation of prison- 
made goods into States which ban 
their sale within State borders. 


FATE OF CHILD LABOR LAW 
Last year the Court upheld the 
Hawes-Cooper Act, which allowed 


| each State to prevent the importa- 


efforts toward obtaining the last 12 | 


ratifications needed before the child 
labor amendment can be made a 
part of the Constitution. 

Third, while the Supreme Court 
takes its time in fixing a date for 
argument on two groups of cases 
involving the National Labor Rela- 
ticns Act, Congress sets to work de- 
vising means of making effective 
the limiting of hours and placing 
a floor under wages. 


BAN ON PRISON-MADE GOODS 
The banning of prison-made mer- 
chandise from the market place 
has long been an objective of or- 
ganized labor. Such goods are or- 
dinarily manufactured and sold by 
persons contracting for prison labor, 
the price paid to the prison authori- 
ties being much lower than would 
have to be paid for free labor. The 
prison-made goods are thus able to 


undersell comparable merchandise | 


and work hardship on competitors 
and the persons the competitors 
would otherwise hire. 

Prison officials, 
this disadvantage, point out that, 
without the work for prisoners thus 
provided, the probiems of prison dis- 
cipline and prison training become 
almost insoluble. Production of 


while admitting | 


tion of such goods, even though op- 
ponents objected that this meant 
interference with interstate com- 
merce. The Ashurst-Sumners Act 
places the Federal Government be- 
hind the State’s authority in keep- 
ing out such goods. 

Some observers hailed the ruling 
as meaning that the Court has con- 
siderably enlarged the power of Con- 
gress over commerce. It was re- 
called that, in 1918,a child labor law 
passed by Congress was struck down 


| portation 


of injurious products, 
Shape a policy to prevent interfer- 
ence with valid State laws. 

Up to the present time the Court 
has not recognized that any State 
law forbidding child labor is valid. 
Furthermore, the present decision 


| lends no support to the idea that 


| prison-made 


the Federal Government may for- 
bid the facilities of commerce to 
goods intended for 
States which have no laws against 


| their sale. 


on the ground that Congress might | 


not prohibit the interstate trans- 
portation of goods made by child 
labor since such goods are not in- 
herently injurious or a threat to 
health or morals. 

The Court, in the present decision, 
specifically rejected a plea that this 
principle likewise prevents Con- 
gressional authority to ban trans- 
portation of prison-made goods. 


The conclusion was drawn that | 


the Court had reversed its former 
position and might therefore uphold 
a child labor law. William Green, 
president of the A. F. of L., was 
among those who so interpreted the 
decision. 

Chief Justice Hughes, however, in 
reading the Court’s opinion went 


| only so far as to say that Congress 


might, in addition to banning trans- 


FIGHT FOR RATIFICATION 
Nevertheless the decision was 
seized on as a means of strengthen- 
ing numerous labor bills. 
Alfred M. Landon, defeated Re- 


| publican candidate for the Presi- 


dency, broke his post-election silence 
to urge Senator Henry F. Ashurst 
(Dem.), of Arizona, who had spon- 
sored the prison-made goods bill, 
to apply the same principles in a 
new measure which would: 

1—Require that goods produced 
by child labor be so labelled. 

2.—Authorize States to penalize 
the sale of such goods even while 
a part of interstate commerce, that 
is, while in the original package. 

3.—Forbid the transportation of 
such goods into States having laws 
forbidding their sale. 

Mr. Landon also urged his friend 
Senator Arthur Capper (Rep.), of 
Kansas, to support such a measure. 

The Thirty-hour Week bill and the 
Federal Licensing bills were hastily 
rewritten to incorpcrate the feature 
suggested by the Court’s decision on 
prison goods. Representative Wil- 
liam P. Connery (Dem.), of Massa- 


| chusetts, sought in another bill to 
, lend Federal support to State laws 
| on hours and wages. 


Those who hailed the importance 
of the decision, however, were care- 
ful to point out that it afforded no 











| 











grounds for relaxing efforts to have 
the child labor amendment to the 


Yet this proposed amendment 
would probably become a mere de- 
tail if the more ambitious project is 
realized of finding a way for Con- 





the judiciary with tne liberality 
which the people demand. He called 
on the courts to heed the popular 
will by interpreting the document in 
a more liberal fashion. 
Representative Bankhead, while 
not disputing this view held that, 
witn the present personnel, the Su- 
preme Court couid not be expected 
to clear the way for Congress to con- 
trol labor conditions, business prac- 
tices and all forms of production. 
Several resolutions have already 
been proposed for amending the 


| basic law to provide for legislation 





| in the public welfare without such 


historic shackles as “intrastate com- 
merce.” Senator Ashurst has spon- 
sored such a resolution in the Senate 
and a similar one nas been intro- 
duced into the House by Representa- 
tive Charles I. Faddis (Dem.), of 
Pennsylvania. 

The organizing campaign in the 
“teel industry suffered a set-back 
last week when the Carnegie-Illi- 
nois employes’ council for the Pitts- 
burgh district voted to support com- 
pany unions as means of collective 
bargaining. 


Elmer Maloy was re- | 


moved from the chairmanship with 
this reversal of his policy of collab- 
oration with the steel organizing 
campaign backed by John L. Lewis 
and the Committee for Industrial 
Organization. 

The Labor Board is now conduct- 
ing hearings on complaints brought 
by the steel union that the com- 
pany unions are of a type forbidden 


| by law. Employes’ representatives 
| who have declared for the company 


minions have been summoned to ap- 
peat before the Board this week. 
JOHN W. Taytor. 
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THE 


PHILADELPHIA 


DECEMBER 31, 1936 


PENNSYLVANIA COMPANY 


For InsurANcEs oN Lives AND GRANTING ANNUITIES 


Member of Federal Reserve System 














RESOURCES 

Cash and Due from Banks. . . . . . . « « « $102,752,607.99 
U. S. Government Securities ......6. 39,239,838.50 
State, County and Municipal Securities . . . 9,303,349.67 
ener SeVROED gk kt Reece eae 32,140,776.39 
Cell Loans to Beekere . . . i. cce2 eee ve 9,823,000.00 
Other Loans Upon Collateral. . . es. e.see 38,765,808.37 
CpeeepEia! PSOE... 5. ss 6 0s 60 6S Oe 25,110,469.74 
ReserveFund ‘‘CashBalances inTrustAccounts” 7,436,334.59 
RINE se ss la es we be wk we ee 4,281,768.27 
re 1,036,349.91 
NN Dk. ks a ee we 8 ow ee 635,822.04 
Bank Buildings, Vaults and Equipment .. . 1,894,825.58 
Customers’ Acceptance Liability. ...... 242,376.63 

$272,663,327.68 

LIABILITIES 

CRON: os 6-0 -3- ee eS $8,400,000.00 
Ps a ss ee ee Se OS OS SE ORD 12,000,000.00 
a 2,584,548.65 
Reserved for Contingencies .....eeeee 2,275,300.85 
Reserved for Taxes and Expenses. . « «ss 434,251.58 
Dividend Payable January 2, 1937 . . eee. 336,000.00 
Miscellaneous Liabilities. . . . .. 2's eee 85,389.54 
Letters of Credit and Acceptances .. 2... 242,376.63 
Ce er ae ee ee 246,305 ,460.43 

$272,663,327.68 


United States Government obligations and other securities carried at 
'25,400,616.47 in the above statement are pledged to secure Government, 
State and Municipal deposits and for fiduciary purposes, as required by law. 


The deposits of this Company are insured by the Federal Deposit Insurance 
Corporation, in accordance with the Banking Act of 1935, 











C. S. W. PACKARD, Chairman of the Board 


C. S. NEWHALL, President 





















































gress to limit working hours and set eee —y 
minimum wages. William Green, 
after talking with Secretary of La- 
bor Perkins, stated the objective in 
these words: | 
“A Federal agency should be es- - ” 
tablished with power to compel con- 
eats sith Sunee tp setipel om The National City Bank of New York 
ployers with a view to determining 
maximum hours and minimum Head Office + 55 WALL STREET + New York 
wages for each industry.” 
What he did not say was how this 
| objective was to be realized. Sena- | 
tor Joseph T. Robinson (Dem.), of i 
Arkansas, holding that this prob- Condensed Statement of Condition as of December 31, 1936 
lem was one of the most pressing 
before Congress, declared that the | INCLUDING DOMESTIC AND FOREIGN BRANCHES 
most direct and only satisfactory | 
way of attacking it wou be to se- | — 
cure a Constitutional amendment. | Cash and Due from Banks and Bankers.............. PaO $ 463,258,611.11 
5 United States Government Obligations (Direct or Fully Guaranteed).... 526,917,830.63 
“—~ Speaker Bankhead concurred | Seite Week MetennEN TRE... «os ¢c0csacescecocssecesccceseccsocece 105,201,096.07 
in this view even after the Presi- | Other Bonds and Securities.............ssssesececcceeccccececcsees  122,800,453.08 
dent’s address on the state of the Loans, Discounts and Bankers’ Acceptances. ......sseeeseeseceeccess 588,348,845.92 
union. Customers’ Liability Account of Acceptances. ....eseeesecsseeceeeees 23,662,028.73 
Seock in Federal Reserve Bank... ...cccsssccvcccccccccccccccocccece 3,600,000.00 
THE PRESIDENT’S VIEWPOINT Ownership of International Banking Corporation. ........++ cocccece o 8,000,000.00 
. : SE IAS «06 o's 40h 40 1.0002 060600005000000068 PTTTITITITT TT 52,636,931.59 
President Roosevelt, in this ad- Items in Transit with Branches. .......c.c+eeeeees sonaveuidenunee .. —«4,729,858.26 
dress, took the view that the Con- Other Assets... .......ssssesssccceeeccacccccecscccesccsoesccecess 5,644,141.90 
stitution is adequate to permit Con- BN cc eaessinaeasbanvvsens errr Tere orm Fe | 
gress to exercise the powers sought —— 
if the Constitution is interpreted by LIABILITIES 
— —— —~- BOND so. 5 6.0.0:0:0:0:06 6500600000080 esd erro oneesensdenedeevacencer $1,713,840,229.36 
Liability as Acceptor, Endorser or Maker on Acceptances 
| io pease iaae ia baits Erin me nieceueaieg: 
Less: Own Acceptances in Portfolio. ........+. ee eoee 6,301,552.72 43,675,058.93 
Reserves for: — 
DON’T TA Unearned Discount and Other Unearned Income......... cecccccece 4,138,469.18 
KE Interest, Taxes and Other Accrued Expenses..... eecccccccccccccece 6,583,086.60 
BE. 0 0:0: 6:40 000066046466 060080 0000005 0064600805006 005055600086 3,100,000.00 
UNKNOWN REMEDIES EL Ci cxcaccenansebhaseusesaes CAREER ER AIRES 
Durplus: ...osccse eeeseceeee Ooccccccccccceses eee 42,500,000.00 
15¢ Undivided Profits. .....sscsccccccccecceccscccsseecess 13,462,953.22 133,462,953.22 
@ FOR 12 Total...cccceccsmesecccceveseccsmnensscccccseveseceess+ + $1,904,799,797.29 
PB c@\ 2 FULL DOZEN —— 
DEMAND ome FOR 2 Figures of Foreign Branches are as of December 24, 1936. 
AND GET \ eo & United States Government Obligations and ether securities carried at $75,281,291.82 in the foregoing 
GENUINE C= statement are deposited te secure public and trust deposits and for ether purposes required by law. 
BAYER AS pi Ri N (Member Federal Deposit Insurance Corporation) 
a “~ eer TN RR 
ee THE, eee 
Organized 1803 
_ 
DECEMBER 31, 1936 
RESOURCES 
Cash and due from Banks. . . . «© « «© «© © «© © « $181,890,952.17 
U. S. Government Securities . . . « «© © © «© © e« -« 149,368,687.70 
State, County and Municipal Securities . . . .« «© «© « « 12,908,389.62 
ee ee ee ee ee ee ee 60,542,386.33 
ee a ee ee ee ee ee ee ee ee es ee ee 81,236,952.63 
ae ee ee ee ee ee ee ee ee ee ee ee ee ee 3,365,000.00 
Accrued Interest Receivable . . . . «© «6 «© © «© e@ » 1,908,291.35 
Customers’ Liability Account of Acceptances . . .« «© + « 6,171,175.99 
$497,391,835.79 
LIABILITIES 
Capital Stock . 6 6 «© ee &@ 4 Se ee Le eS $14,000,000.00 
Surplus and Net Profits. . . . . 2. . «© «© © «© «© « 22,506,935.80 
Reserve for Contingencies. . . . 1. «© «© «© «© © «© « 4,720,590.22 
Dividend (Payable January 2,1937) . . . . . « « 875,000.00 
Reserved for Taxes and Interest . . . .« «© «© «© © «© -« 737,665.98 
ee ee ee ee ee ee 207,995.31 
Acceptamees . . + © © © © © © © © © © © © 7,125,096.59 
Acceptances Sold . . «© © © © © © © © © © @ « 48,429.00 
Deposits . . . . . e . . 7 . 7 e 7 . . . . 447,170,122.89 
$497,391,835.79 
MEMBER OF THE FEDERAL DEPOSIT INSURANCE CORPORATION 
JOSEPH WAYNE, JR., President 
421 Chestnut Street 32nd Street & Lancaster Avenue 1416 Chestnut Street 
| 
| 
| 
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ANOTHER link in the chain 

of Constitutional law pro- 
tecting American liberties was 
forged last week when the Su- 
preme Court handed down its 
first decision setting aside State 
legislation designed to abridge 
the right of American citizens 
to assemble peaceably for public 
discussion. 


In a unanimous decision an- 
nounced by Chief Justice Charles 
Evaus Hughes, the Court ruled that 
a provision of the Criminal Syndi- 
calism Law of Oregon. as sought to 
be applied, violates the Federal 
Constitution. This provision made 
it a felonious offense for any per- 
son to “assist in conducting any 
assemblage of persons, or any or- 
ganization, or any society, or any 
group which teaches or advocates 
the doctrine of criminal syndical- 
ism or sabotage.” 

Several times in the last few years 
the Court has acted to preserve 
rights of freedom of the press, free- 
dom of speech, of peaceable assem- 
bly, and of petition for redress of 
grievances. The decision last week, 
however, was the first to deal with 
attemrted State abridgment of the 
right of assembly. 

Prosecution of the case centered 
on the charge that the accused had 
assisted in conduct of a meeting 
called by the Communist 
which, it was not denied, advocates 
the doctrine of criminal syndical- 
ism. 

Defense of the accused was that 
neither criminal syndicalism nor 
any other form of unlawful conduct 
was taught or advocated at the 
meeting, either by the accused per- 
son or others. Therefore, it was as- 
serted to the Court, the accused was 
sentenced to prison for merely as- 
sisting at a meeting called by the 
Communist Party. 

In its reversal of the conviction 
the Supreme Court held that the law 
as applied to the accused violated 
the due process clause of the Four- 


Supreme Court Rules Against Oregon Statute 


Seeking to Outlaw Criminal Syndicalism 


teenth Amendment against depriva- 
tion of “liberty without due process 
of law.” 

The Constitution’s only specific 
reference to freedom of speech and 
press and peaceable assembly ap- 
pears in the First Amendment; and 
this definite prohibition has seldom 
been invoked in court. Also, this 
amendment prohibits only Congress 
from making any laws abridging 
these fundamental rights. 

By judicial interpretation, the 
word “liberty” appearing in the 
clause of the Fourteenth Amend- 
ment, that no State shall “deprive 
any person of life, liberty, or prop- 
erty, without due process of law,” 
has been held by ' the von cnet Court 





to embrace the rights of free speech 
and press and, now, the right of 
peaceable assembly. Such a con- 
struction of the Constitution is of 
comparatively recent origin. 


SIMILAR CASES SINCE 1925 


In 1925, when considering the 


validity of the New York Criminal | 


Syndicalism Act, the Supreme Court 
first announced the doctrine, by way 
of assumption. that “freedom of 
speech and of the press are among 
the fundamental personal rights and 
liberties protected by the due process 
clause of the Fourteenth Amend- 
ment from impairment by the 
States.” Later this doctrine was re- 


iterated as a ruling in several cases | 


dealing with the syndicalism laws of 
Kansas and California. 

In one of these cases the Supreme 
Court held void a provision of the 
California law prohibiting the dis- 
play of a red flag at a meeting “asa 
sign, symbol and emblem of oppo- 
sition to organized government,” do- 
ing so on the ground that it might 
be construed to include peaceful and 
orderly opposition. A statute which 
might permit punishment of the fair 
use of the opportunity for free dis- 
cussion, the court pointed out, is re- 
pugnant to the guaranty of liberty. 


+ 





| authorized by the law, 


AMERICAN LIBERTIES: RIGHT OF PEACEFUL ASSEMBLY 


. 





Minnesota branding as a public 
nuisance any “malicious, scandalous 
and defamatory newspaper, maga- 
zine, or other periodical.” While 
pointing out that liberty of speech, 
and of the press, is not an abso- 
lute right, the Supreme Court ruled 
that the possibility of suppression, as 
imposed an 
unconstitutional restraint upon pub- 
lication. A journal known as The 
Saturday Press was allowed to con- 
tinue circulation. 


NEWSPAPER TAX VOIDED 

The Court about a year ago again 
affirmed the guaranty of a free 
press in invalidating a Louisiana 
statute which imposed a license tax 
solely on owners of newspapers hav- 


| ing more than a stated circulation 


| 
| 


Next the justices acted to preserve | 


freedom of the press when, in the 
famous Near case in 1931, they de- 
clared unconstitutional a law of 




















Party | 


THE Treasury collected about 

two-thirds as much in taxes 
last year as it spent. This repre- 
sents a one-fifth closer balance 
between receipts and outgo than 


in 1935, 
> 2-2 


Two famous treaties which fail- 

ed of ratification in the Senate 
—the St. Lawrence waterway 
convention in 1934 and the World 
Court convention in 1935—still 
are in the Senate executive files 
and officially are available for im- 


mediate consideration. 
x * * 


FORECAST of the Federal 
Housing Administration pre- 
dicts an increase of nearly two- 


thirds in the construction of 


Do You KNOW THAT 


dwelling units in city areas this ; NEARLY half a million children 


year as compared with last. It is 
estimated that betwen 400,000 and 
450,000 new dwelling units will be 
built in 1937 as contrasted with 
an estimated 270,000 built during 
1936. 

xk * 


\WINE drinking is more popular 
in this country than ever be- 
fore. Consumption is at a new 
high of one-half gallon per capita 
annually and sale of wine is legal 
in all States but Tennessee, Ok- 
lahoma, Kansas, and Alabama. 
However, this rate is extremely 
moderate compared with that of 
European wine-drinking coun- 
tries. In France per capita con- 
sumption is 40 gallons. 
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CONDENSED STATEMENT OF CONDITION 
At the close of business, December 31, 1936 
LIABILITIES 
. $354,021,649.43 


ASSETS 
Cash on Hand, and in Federal 
Reserve and Other Banks. 


Exchanges, Collections and 
Other Cash Items . 


United States Government 
Securities 


Reconstruction Finance Cor- 
poration Notes 

Other Bonds and Securities . 

Loans, Discounts and Bank- 
ers’ Acceptances 

Interest Receivable, Accounts 


Receivable and Other Assets 


Real Estate Bonds and Mort- 
gages : : 
Customers’ Liability i Ac- 

ceptances and Letters of 
Credit — 
Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement . 
Equities in Real Estate . 


Banking Premises ened 
and Leasehold . 


United States Government obligations and other securities carried at $32,371,380.84 in the above 
statement are deposited to secure public and trust deposits and for other purposes required by law. 


2,650,514.54 
$444,555,745.32 


Deposits 

$64,918,687.35 - 
Outstanding 

and Certi- 


37,955,946.10 fied Checks 


168,374,895.24 
1937 . 

2,500,000.00 
28,799,181.88 


123,122,757.93 Liabilities 


2,208,966.49 
Credit 


4,971,193.23 


8,142,596.60 
Capital 12,500,000.00 
4,964.36 Surplus 25,000,000.00 
906,041.10 Undivided 
Profits 771,549.51 40,271,549.51 


Acceptances, etc., 
Our Endorsement . 


20,538,283.63 


Dividend Payable January 2, 


Federal Funds Purchased 


Accounts Payable and Other 


Acceptances and Letters of 


Reserve for Contingencies 


Sold with 


374,559,933.06 


625,000.00 


12,000,000.00 


1,836,613.59 


8,329,049.46 


4,964.86 


6,928,634.84 
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* MALCOLM P. ALDRICH 
New York 


ARTHUR M. ANDERSON 
J. P. Morgan & Company 


MORTIMER N. BUCKNER 
Chatrman of the Board 


JAMES C. COLGATE 
James B. Colgate © Company 


WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe © Fdy. Co. 


FRANCIS B. DAVIS, JR. 


President, United States Rubber Company 





Trustees 


President, Lehigh Valley Railroad Co. 


HARRY P. DAVISON 
J. P. Morgan & Company 


RUSSELL H. DUNHAM 
Pressdent, Hercules Powder Company 


o 
SAMUEL H. FISHER 
Litchfield, Conn. 


ARTEMUS L. GATES 
President 


F. N. HOFFSTOT 
New York 


B. BREWSTER JENNINGS 
Sacony-Vacuum Oil Co., Inc. 


Brown Brothers Harriman (7 Co. 


Milbank, Tweed, Hope (&* Webb 


EDWARD E. LOOMIS 


ROBERT A. LOVETT 


HOWARD W. MAXWELL 
New York 


HARRY T. PETERS 
New York 


DEAN SAGE 
Sage, Gray, Todd © 


> Sims 


LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 











in the first four grades of 
American schools, it is estimated 
on the basis of a PWA study in 
New York City, are in need of 


| special treatment to improve 
their eyesight. 
* ok 





(CONGRESS at this session will 
have the problem of deciding 
whether 56 legislative authorities 
which expire during 1937 should 
be extended. 
x * * 


SINCE Alaska was bought from 
Russia 69 years ago it has 
produced minerals valued at 100 
times the purchase price of $7,- 
200,000. Mineral output last year 
was valued at $23,347,000 as com- 
pared with $18,312,000 in 1935. 


xe 


FIVE women in this country have 

the exclusive right for life to 
send or receive mail matter free 
of postage. They are the widows 
of Presidents Benjamin Harrison, 
Grover Cleveland, Theodore 
Roosevelt, Woodrow Wilson and 
Calvin Coolidge. 


~*~ ® * 
ABOUT one out of every three 
grade crossing accidents is 


caused by the motorist’s driving 
into the side of a moving train, ac- 
cording to figures compiled for the 
first half of 1936. 

xk * 


MOTION picture films of the In- 

terior Department were attend- 
ed by more than one million per- 
sons during a 12-months period in 
which a count was kept. 


"___ 





per week. After reviewing the 
struggle for freedom of the press in 


stitutional guaranties.’ 


England and in this country, the 
Court held that the law was “a de- 
liberate and calculated device in the 
guise of a tax to limit the circula- 
tic of information to which the 
public is entitled in virtue of con- 
To allow a 
tree press to be fettered, the Court 
said, “is to fetter ourselves.” 

Now the right of peaceable as- 
sembly has been declared by the 
Supreme Court to be free of restric- 
tion by either the Federal or State 
Governments. It is a right, it was 
asserted, “cognate to those of free 
speech and free press and is equally 
fundamental.” 

In concluding his opinion of last 
Monday, Chief Justice Hughes said 
on behalf of a unanimous court: 

“These rights may be abused by 
using speech or press or assembly 
in order to incite the violence and 


| crime. The people through their 
legislatures may protect themselves 
against that abuse. But the legisla- 
tive intervention can find constitu- 
tional justification only by dealing 
| with the abuse. The rights them- 
selves must not be curtailed. The 
greater the importance of safe- 
guarding the community from in- 
citements to the overthrow of our 
institutions by force and violence, 
the more imperative is the need to 
preserve inviolate the constitutional 
| rights of free speech, free press and 
free assembly in order to maintain 
the opportunity for free political 
discussion, to the end that govern- 
| ment may be responsive to the will 
of the people and that changes, if 
| desired, may be obtained by peaceful 
means. Therein lies the security of 
the Republic, the very foundation of 
constitutional government.’ 
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Condensed Statement, December 31, 1936 





Public Securities 


Acceptances . 
Less: 


Deposits . 








Cash on Hand, in Federal Reserve Bank, 
Banks and Bankers . . — — 

Bullion Abroad and in at ie Aer 

U. S. Government Obligations .. . 


Own Acceptances held for Investment 


Outstanding Checks . : ; oe ala 


RESOURCES 


and due from 


. $ 660,220,262.99 
. 13,202,854.00 
. 590,105,249.40 
. 54,432,761.77 














Stock of the Federal Reserve Bank = ; : : : é : ‘ ‘ 7,800,000.00 
Other Securities . : ea eae 6 OS 23,859,645.56 
Loans and Bills Purchased . Ss cig ly rng Gg oes 669, 293,384.06 
Items in Transit with Foreign Branches << «a4 ‘ 2,258,543.13 | 
Credits Granted on Acceptances .......446-: 39,514,874.97 
Bank Buildings ei eg ee eee ee ee 13,277,131.39 
Other Real Estate 4 oe ee ee ee a 477,774.59 
Real Estate Bonds and Mortgages. ce or ee 2,322,209.70 
Accrued Interest and Accounts Receivable sare Soe 10,214,178.61 
$2,086,978,876.17 
LIABILITIES 
ares FS 
Surplus Fund ..cccecssvsccve  tGGRR ener 
Undivided Profits ..-....+.+4.s.e-. 9,356,562.00 
$ 269,356,562.00 
Dividend Payable January 2, 1937 ,700,000. 


Miscellaneous Accounts Payable, Accrued Interest, 
Taxes, etc... . . 


'$ “47,501,324.36 
7,986,449.39 


27,583,280.45 





Liability as Endorser on Acceptances and Foreign Bills 


. $1,709,643,127.39 
35, 166,883.36 


39,514,874.97 
3,014,142.00 





Securities carried at $11,416,048.30 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 


(Member Federal Deposit Insurance Corporation) 


1,744,810,010.75 
$2,086,978,870.17 























This advertisement is not and is under no circumstances to be construed as an offering of these shares for sale or a8 a 
solicitation of an offer to buy any of such shares. The offering is made only by the Prospectus. 


New Issue 


Bonbright & Company The First Boston Corporation 


547,788 Shares 


Consumers Power Company 
$4.50 Preferred Stock 


Subject te the prior purchase right of the holders of record on January 4, 1937 
the Company's outstanding preferred stock. 


Price $100.50 a share 


plus accrued dividends from January 1, 1937. 


Copies of the Prospectus may be obtained from any of the undersigned. 


Edward B. Smith & Co. 


Lehman Brothers 


Blyth & Co., Inc. 


Goldman, Sachs & Co. 
Kidder, Peabody & Co. 


Januery 6, 1987 


Harris, Hall & Company 


Lee Higginson Corporation 


Brown Harriman & Co. 


Incerporated 


E. W. Clark & Co. 
Stone & Webster and Blodget 


Incorporated 


Mellon Securities Corporation 


Spencer Trask & Co. 





Hayden, Stone & Co. 
J. & W. Seligman & Co. 
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[| .EFT-WINGERS and right- 

wingers within the Depart- 
ment of Agriculture -~- after 
two previous encounters in 
which each side tallied one vic- 
tory—are reported to be squar- 
ing off for another engage- 
ment. 


This time the argument is over 
the Resettlement Administration 
organized by Dr. Rexford G. Tug- 
well, who recently resigned as 
Undersecretary of Agriculture. That 
Administration, created by assem- 
bling a wide variety of powers for- 
merly exercised by other govern- 
mental departments, now has been 
merged with the other activities di- 
rected by Henry A. Wallace, Secre- 
tary of Agriculture. 

As a result, Mr 
rects: 

1.—The regular Department with 
about 6,000 employees occupied in 
administration and research 

2.—The AAA with 4,500 employees 
and $500.000,000 to pay to about 
4.500.000 farmers who conform to 
soil improvement practices 

3.—The Soil Erosion Service with 
about 9,000 employees engaged in 
experimenting with various plans 


Walace now di- 























“ 
BLUE RIBBON SPEED 
Canadian Pacific liners hold 
all records to and from the 
Orient , . . 10 days direct 
to Japan by Empress 
Asia or Empress oj Russia. 
Or 3 days more via Hono- 
lulu by Empress of Japan, 
tastest liner on the Pacific, 
or Em press of Canada. Sail 
ings trom Vancouver and 
Victoria to Yokohama, 
Kobe, Nagasaki, —— 
Hong Ke ng, Mar Or, 
connect at Hi molulu from 
California ports. Sce your 
OWN AGENT or Car ’ 
Pacific: ©. PHELPS, 14th 
and New York 
N. W., Washington, D. C 
NAtional 4235 














“LEFT” VS. 


‘Future of Program in Doubt as Factions Clash— 


“RIGHT 


Drafting New Agricultural Policies 


erosion on the farm 


country 


for checking 
lands of the 

4.--The Resettlement Administra- 
tion with about 14,000 employees en- 
gaged in moving farm families from 
poor land to good land; in running a 
group of subsistence homesteads; in 
providing relief for about 250,000 
farm families; in building suburban 
resettlement projects; in setting up 
tenancy reform experiments; in re- 
habilitating destitute farmers; in 
experimenting with soil conserva- 
tion, and in a variety of other proj- 
ects. The Resettlement Administra- 
tion also expects to run the program 
of tenant aid which Congress will be 
asked to enact 

As now set up the Reset 
Administration, moving into the 
Sunken of Agriculture, is in a 
position to dominate that whole de- 
partment, in the view of some offi- 
cials who assert that everything the 
RA does is a duplication of some- 
thing that some other department 
already is engaged in doing. 


tlement 


The impending clash largely is be- 
tween the AAA, with its program of 
farm controls, and the RA, with its 
program of reform and relief. 

AAA is dominated by officials who 
“purged” that agency ol Tugwell 
aides, whom they regarded as left- 
wingers and reformers interested in 
farm problems as a sideline 

RA is dominated by officiais who 
were offended by the AAA “purge” 
and who backed Professor Tugwell 
when he induced President Roose- 
velt to give him a show of his own 
after he had lost out in the shap- 
ing of AAA policies 

The issue between the two groups 
of officials will be fought out in 
committees of Congress with lines 
already being drawn. One _ side 
wants to break up the Resettlement 
Administration into its component 
parts and place those parts under 
other departments already operat- 
ing in the field. The other side 
wants to keep the Resettlement Ad- 








Che 
Cleveland 
Crust Company 


Located at Euclid Avenue and East Ninth Street and in 


Community Centers throughout Greater Cleveland and nearby 





CONDENSED STATEMENT OF CONDITION, DECEMBER 3], 1936 





ASSETS 
Cash on Hand and in Banks .. S$ 111,080,589.0( 
United States Government obligations. direct 
and fully guaranteed 91 454,733.87 
State, Municipal and Other Bonds and Invest- 
ments, including Stock in Federal Reserve 


Bank, less Reserves a @ 


Loans, Discounts and Advances, 


Banking Premises 
Other Real Estate, 


Interest and Earnings 


I¢ sources 


Customers’ Liability.on Acceptances and Let- 
ters of Credit Executed by this Bank 


Total 


Capital Notes 
(Subordinated to Deposit 


Canital Stocl 


Surplus and Undi 


Reserve for Contineencit 


Reserve for Taxes Interest, ete 


DEPOSITS 
Demand ..... 
lime hackeav werk 
Trust 
Dy sal’? 
(Preferred 


Iustates 


( erporat¢ 
(Preferred) 


Other Uuabilities 


Acceptances and Le 


for Customers 


Total 





MEMBER FEDERAI 


Memover F era: Depos 


i 


less Reserves ... 


\ccrued and 


and Other Liabilit! 


vided Profits. 


3.19] 535.03 

S 31.991.535.03 

600,000.00 

1,599,406.01 
$154,833,242.42 
165,273 .359.54 


Department 


Trust Department 


tters of Credit Executed 


RESERVE SYSTEM 
MEMBER CLEVELAND CLEARING HOUSE ASSOCIATION 


13,412,188.87 
less Keserves 142.807 .703.19 


5,852.128.45 


Other 
2 669,086.28 
291 262.90 


S 380,070,329.97 


15,000,000.00 


13,800,000.00 


a 


17,07 2.386.5. 


6.8387 966.10 
$ 344,016,954,59 


1,571,171.44 


291,262.90 


$ 380,070,329.97 


Insurance Corpors 











major that 
agency of agricultural reform. 

RA eppenenss would send its re- 
to Pesbied L. Hop- 
back to 
activities 
Adminis- 
other 


THE NEW FARM POLICY 

called 
set the course of Federal 
Government farm policy. 
indicated by 
annual 


through 
This is 


provides 


the States after January 1, 


Administration. 


taken to mean that the Soil 


ment. 


is the 
can type of tenant farming.” 


administration snall revert 
1938, 
will be amended to continue Federal 


and disastrous deflation.” This 
Con- 
servation Act will be amended in a 
way to give added powers of produc- 
tion control to the Federal Govern- 


The United States News 


to 


Second, that overproduction 
one of “three evil sisters who distill 
the troubles of unsound inflation 


Third, that one of the far-reach- 
What that ing problems demanding 
“prevalence of an un-Ameri- 
This 

is a reiteration of the Presidential 

determination to help tenant farm- 
agri- ers to become farm owners. 
On that point Mr. Roosevelt said: 
“I do not suggest that every farm 
g Soil family has the capacity to earn a 
satisfactory living on its own farm. 


solution 
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IN RESETTLEMENT 


But many thousands of tenant 
farmers—indeed most of them— 
with some financial assistance and 
with some advice and training, can 
be made self-supporting on land 
which can eventually belong to them 
The nation would be wise to offer 
them that chance instead of per- 
mitting them to go along as they do 
now, year after, with neither future 
security as tenants nor hope of 
ownership of their homes nor ex- 
pectation of bettering the lot of 
their children.” 

But, as Mr. Wallace has pointed 
out, it will cost the Federal Govern- 
ment $160,000,000 a year just to stop 
the increase of tenancy among 
farmers if an effort is made to buy 
up farms and resell those farms to 
a select group of potential owners. 

The right-wingers in the Depart- 
ment of Agriculture are prepared to 
argue that the best approach to the 
tenant problem is through the Farm 
Credit Administration with loans to 
present farm owners who are 
threatened with loss of their farms 
through circumstances not of their 
own making, rather than with loans 
to tenants who have not previously 


shown inclination or ability to ac- 
quire property. This might not cost 
much. 

The left-wingers, on the other 
hand, would pay less attention to 
owners who are losing their farms in 
large numbers each year and would 
seek to find ways of making own- 
ers out of the share-croppers of the 
South and of the poorer tenants of 
the North. This could cost billions. 

In between Is Mr. Wallace, who 
may recommend a combination of 
the two approaches with a third of 
his own which would protect tenants 


in their tenure on rented land. 

The AAA ficuals are moving 
straight ahead with planning for fu- 
ture production control. 

They are reported to have made 
up their minds that Congress should 
grant powers for them to use in the 
event of big crops in the next year 
or two, regardless of the AAA de- 
cision which held that production 
was purely local in nature and not 
subject to Federal control. 

Exact form that any new grants 
of power would take has not yet 
been determined. 
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We are pleased to announce that 


MR. THOMAS HITCHCOCK, jr. 


and 


MR. JOSEPH A. THOMAS 


have this day been admitted to our firm 


as General Partners. 


LEHMAN BROTHERS 


January 1, 1037 

















United States Trust Company 


of New York 


Chartered 1853 


45 Wall Street, New York 


STATEMENT showing its condition as of the morning of JANUARY 1, 1937 


RESOURCES 
eee O60 DN ..6k se ccanees 


eee cae ban eeueeen 


Bills Purchased ............ 


eeeee 


Stock and Bond Investments les below).. 


Bonds and Mortgages. ..... ceee 
Real Estate, 45 Wall Street.,...... 


Other Real Estate........ sab ninee wie aie 


Accrued Interest Receivable. . 
Total... 


eOeie were ee eee eee 


er ey 











United States Government and other securities carried at $355,000 are pledged to secure public deposits and for ether purposes required by law. 














LIABILITIES 

$ 40,093,061.72 Cantal Steele. i. cc tsauecsccsessesess © ROR RIGS 

34,196,685.52 Surplus ..... ‘ Hiwenstawsewewnce —e 
877,500.00 Undivided Profits. . Tere Tere 2,510,823.51 
27,090,000.00 | Deposits ...... ignveteserceeuse<ss. “See 
py rag Interest Accrued on Deposits... . . «0 cme 79,321.31 | 
pep Reserved for Taxes and Expenses. ... ..9 1,618,113.72 | 
334.610 61. | Dividend Payable January 2,1937....... 300,000.00 
| 
$110,114,764.55 Total. . wens cme sccccccccce ce GLEN 14, 0OG0O 


. . . . ! 
Capital, Surplus and Undivided Profits - - - - - $30,510,823.51 
| 
i 
STOCK AND BOND INVESTMENTS 
BOOK BOOK 
GOVERNMENT BONDS: PAR VALUE PRICE VALUE 
United States of America Treasury Notes, due 1940-1941 ....... 00sec eevee eceees 115% $5,000,000 100 $5,000,000 j 
United States of America Treasury Bonds, due 1953-1960 ......... 0.0 cc ee euee 244,2%,272% 10,000,000 100 10,000,008 | 
aeeiaiad GF CORRE, TUN Tene Gee, GOO TOSS ccc cscecedecccccesececsecescses 4% 1,000,000 100 1,000,000 } 
i 
STATE AND MUNICIPAL BONDS: | 
State of New York, due 1956-1959 (1% State Tax Credit Allowed) ... .nsee cre ceeeee ee 3% 1,600,000 100 1,600,000 
City of New York, due 1980... ......... er ee eee re ee ee ee e mine - 4% 400,000 100 400,000 
i 
RAILROAD BONDS: 
Atlantic Coast Line Railroad Co., First Consolidated Mortgage, due 1952 ...........005 4% 500,000 100 500,000 | 
Atlantic Coast Line Railroad Co., Ten Year Collateral Trust Notes, due 1945 .......... 5% 250,000 100 250,000 ' 
Kansas City Terminal Railway Co., First Mortgage, due 1960 ................0505. 4% 400,000 100 400,000 j 
Louisville & Nashville Railroad Co., First and Refunding Mortgage, Series ‘‘D'’, due 2003 4% 1,000,000 100 1,000,000 
New York Central Railroad Co., Ten Year Convertible Secured, due 1944 ..........05- 6% 300,000 100 300,000 | 
New York Central Railroad Co., Ten Year Secured Sinking Fund, due 1946 ...... wh here 334% 200,000 100 200,000 | 
Pennsylvania Company, Twenty-eight Year Secured, due 1963 ...........eecccceeees 4% 500,000 100 500,000 i 
Pennsylvania Railroad Co., General Mortgage, Series “‘E’’, due 1984 . cheweseenes 444% 500,000 100 500,000 ' 
Reading Company, General and Refunding, Series ‘‘A”’ aed “B", due on OTR y 412% 500,000 100 500,080 ' 
Southern Pacific Co., Ten Year Secured, due 1946 ............... ccc uwcccccees 3% % 500,000 100 500,000 | 
Union Pacific Railroad Co., First Lien and Refunding Mortgage, due 2008 eRe eeese0 08 ° 4% 400,000 100 400,000 , 
OTHER BONDS: 
American Telephone & Telegraph Co., Sinking Fund Gold Debenture, due 1943........ 514% 500,000 100 500,000 } 
Brooklyn-Manhattan Transit Corporation, Collateral Trust, due 1966 .............00. 4'.% 500,000 100 500,000 
Monongahela West Penn Public Service Co., First Mortgage, due 1960 ............00-- 412% 200,000 100 200,000 | 
uem eee Te, Pret WUMTNNS, Ge DUO. . ek ie ceri veer ever cvetectcvtves 4% 500,000 100 500,008 
Pennsylvania Electric Co., First and Refunding Mocteage Gold, Series “H", es 1962. 5% 250,000 100 250,000 { 
Socony-Vacuum Oil Co., Incorporated, Fifteen Year Debenture, due 1950 ............ 3'2% 500,000 100 500,000 i 
The Texas Corporation, Debenture, due 1951 ............. 319 % 250,000 100 250,000 } 
Virginia Electric & Power Co., First and Refunding Mortgage, Series “A”, due 1955. 4% 500,000 100 500,000 : 
STOCK: | 
Federal Reserve Bank of New York, 16,800 shares (50% Paid) ........00ccceceeece e 6% 840,000 100 840,000 
$27,090,000 $27,090,000 
! 
WILLIAM M. KINGSLEY...... keh ornaiansswataw aeanaen President 
po 8S a eee eae . First Vice-President | 
FREDERIC W. ROBBERT....... o+ees.+ Vice-President & Comptroller } 
THOMAS Th. WESGN. .. c.cccccces S02 8 0% Vice-President & Secretary 
ALTON S. KEELER..... eeTT iT TT UCT EE TPT roe Vice-President | 
BENJAMIN STRONG ooo cccecccces TTL ir ere ee Vice-President 1 
ROBERT S. OSBORNE, Assistant Vice-President ELBERT B. KNOWLES, Assistant Secretary 
WILLIAM C. LEE, Assistant Vice-President ALBERT G. ATWELL, Assistant Secretary 
HENRY B. HENZE, Assistant Vice-President HENRY E. SCHAPER, Assistant Secretary i 
CARL O. SAYWARD, Assistant Vice-President HARRY M. MANSELL. Assi s ’ 
GEORGE MERRITT, Assistant Vice-President : i» Auibhash Cemetery 
GEORGE F. LEE, Assistant Vice-President IRVIN A. SPRAGUE, Assistant Secretary 
STUART L. HOLLISTER, Assistant Comptroller JAMES M. TRENARY, Assistant Secretary 
LLOYD A. WAUGH, Assistant Comptroller ARTHUR H. ERB, Assistant Secretary 
HENRY G. DIEFENBACH, Assistant Comptroller THOMAS J. MADDEN, Assistant Secretary 
HENRY L. SMITHERS, Assistant Secretary H. IRVING PRATT, JR., Assistant Secretary 
TRUSTEES 
FRANK LYMAN CORNELIUS N. BLISS WILLIAMSON PELL GEORGE de FOREST LORD 
JOHN J. PHELPS WILLIAM VINCENT ASTOR GEORGE F. BAKER ROLAND L. REDMOND 
ARTHUR CURTISS JAMES JOHN SLOANE JOHN P. WILSON HAMILTON HADLEY : 
WILLIAM M. KINGSLEY FRANK L. POLK BARKLIE HENRY FRANCIS T. P. PLIMPTON | 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Newsqram 


hlouey: SURPLUS PROFITS T 


Financial plight of a great many 
of the railroads of the United States 
receives attention as both the In- 
terstate Commerce Commission and 
the carriers ask for certain changes 
in existing laws and regulations in 
an attempt to improve the picture. 

First, in its annual report last 
week the ICC informs Congress that 
the Revenue Act of 1936 taxing un- 





Interstate Commerce 


Commission Suggests 


Changes to Aid Reorganizations 





| plead before the ICC for general up- 


distributed corporate income will put | 


a damper on railroad recovery. 
Second, the railroads, through the 
American Association of Railroads, 








GOLD PRODUCTION 


IN THE PROVINCE 
OF QUEBEC 


for the first ten months of 
1936 was 559,926 ounces, as 
compared with 379,178 for 
the similar period of 1935, 
an increase of 47.66%. 


Our engineer in the field 
reports increasing activity 
in the Siscoe-Lamaque and 
Malartic areas. Latest de- ° 
velopments on the follow- 
ing Quebec stocks will be 
given on request: 


LAMAQUE 
READ AUTHIER 
SISCOE SULLIVAN 
O’DRIEN 
CANADIAN MALARTIC 
EAST MALARTIC 
SLADEN MALARTIC 
O'LEARY MALARTIC 


WaAverly 3461 


BRIDGER, HEVENOR & CO, 


Members The Toronto Stock Exchange 
60 KING ST. WEST 
TORONTO eset : 


CANADA 








| 





ward revision of basic freight rates 
to provide additional revenues to 
meet rising costs. 

Behind the Commission’s attack 
on the way the undistributed profits 
tax affects railroad companies is the 
finding of its statistical department 
that the currently operated milage 
ef 18 steam railroads in receiver- 
ship is 70,041 miles, 27.7 per cent of 
the total operated mileage in the 
United States. 


ORIGIN OF FINANCIAL TROUBLES 

How did those roads get in finan- 
cial straits? 

The ICC report lays most of the 
blame at the door of less traffic, due 
to competition with other means of 
transportation and the decline of 
general business during the depres- 
sion. 

But that was not the only reason. 
“Poor financial structures and un- 


wise surplus and dividend policies | 
| were chiefly responsible for the fail- 


were contributing factors in the 


failure of most of them.” 


WEAKNESS OF RAIL FINANCING 

Most of the carriers in reorgan- 
ization have been burdened with 
financial structures overloaded with 
funded debt, that is bond 
payable at a given future date. Over 


AX AND ITS EFFECT ON RAIL FINANCES 





+ 


for additions and betterments to 
equipment. The point in the surplus 
levies on undistributed income, con- 
tained in the Revenue Act of 1936, 


which the Commission does not like, | 


is that credit against the tax, except 
under certain circumstances, is not 
allowed to be made from earnings 
because of payments into sinking 
funds. 

The purpose of the tax is to force 


| the surplus earnings of corporations 


issues | 


56 per cent of the total capitaliza- | 


tion of all Class I railroads is in this 


type of debt, and it exceeds 70 per concludes, “that railroads with weak 


cent of capitalization in some Ccar- | 


riers. 

Railroads have followed in general, 
the ICC report states, a policy of 
providing for financial require- 
ments through the issue of long- 
term bonds with no plan for their 
retirement. To correct this situa- 


tion the Commission in recent years | 


has been requiring that sinking 
funds, into which the roads put 
part of their net income to event- 
ually retire some of the debt, be set 
up as a condition to ICC approval 
of additional bond issues. 

Sinking funds in some cases are 
being instituted out of earnings also 


| 


| 


out into the hands of the stock- 
holders, where they can be taxed, 
instead of letting them be “plowed 
back” into the business. 

“It is our view,” the Commission 


financial structures, and those just | 
| emerging from 


receivership . : 
should be encouraged to use their 
earnings to the extent authorized or 
approved by us, to build up and im- 
prove their property, retire their 
funded debt, and create corporate 
surpluses .. .” and it asks Con- 
gress to reconsider the Act. 


PRESIDENT’S VIEWS OF ACT 
Presiden{, Roosevelt stated in his 
budget message that he was gen- 
erally satisfied with the way the 
Revenue Act was working out. He 
and other government officials, 
howover, are on record as recog- 





ure of some of these companies and 





+ What Gold Means to the World Today + 


{Continued from Page 15] 


By BENJ. M. ANDERSON, JR. 
world, no such definite consequences 
from the international movement of 
gold. The new institution of stabil- 
ization funds has complicated the 
matter in a way that needs ex- 
planation. 

Alarmed at the continued inflow 
of foreign gold, our Treasury has 
lately adopted the policy of under- 
taking to “sterilize” this gold as far 


' as effect on our own mgney market 


, is concerned, 


not by issuing new 
money against it, but by borrowing 
money frém the commercial banks 


purchased does not add to the credit 
base. If our bank reserves were not 
excessive, this operation would tend, 
as is the case in England, to 
tighten the money market as the 
gold comes in. But with our pres- 
ent great excess reserves it has no 
effect on the money market other 
than to increase the already exces- 


| sive volume of commercial bank de- 


| with which to buy it. The gold thus | 
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ejtatement of Condition as of December 31, 1936 


ASSETS 


Cash on Hand, and Due from Federal Reserve 


Bank and Other Banks . ..... 
United States Government Securities. . . 
Securities Guaranteed by U.S. Government . 
Call Loans and Acceptances of Other Banks . 


Other Loans and Discounts a 
Stock in Federal Reserve Bank . . . . . 
State, County and Municipal Securities 


Other Securities. 


First Mortgages on Real Estate . . . . . 


Bank Building . . 
Other Real Estate . 


Liability of Customers for Acceptances . . 
Accrued Income, Accounts Receivable, ete. . 


Deposits ox a 
Official Checks . . 


Acceptances . . . 


Reserve for Taxes, Unearned Income, ete. . 
Dividend payable January 2, 1937 . .. . 


Other Liabilities . 


Capital Stock. . . 
Surplus Fund . . 
Undivided Profits 


Reserve for Contingencies. . . . 


Securities with a book value of $30,025,501.61 in the above statement are 
pledged to secure deposits of public monies and for other purposes required by law. 


. . . . . . 7 . . 


. . . 


7 . . . . . . . . 


. . . . . . 


. . . + . . . 


LIABILITIES 
. $580,493,031.17 





$50,000,000.00 
55,000,000.00 


___5,651,760.02 110,651,760.02 
6,000,000.00 


$243, 105,064.90 
220,596,310.53 
5,000,000.00 
5§5,145,157.61 


136,813,155.06 
3, 150,000.00 
7,135,843.27 
9,923,874.20 


10,410,981.70 
24,278,992.08 
1,402,539.93 


9, 156,089.49 
2,559,407.08  $728,677,415.85 


15,174,102.67  $595,667,133.84 
9,770,937.21 


997,867.85 
750,000.00 


4,839,716.93 


$728,677,415.85 
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posits. It is an interesting experi- 
ment, though I believe only a tem- 
porary palliative, because it is un- 
likely that the Treasury will feel 
justified in borrowing very large 
sums of money for this purpose. 
The British stabilization fund is 
understood to have about 375 mil- 
lion pounds, or roughly a billion, 875 
million dollars, of Government se- 
curities, which it can use in this way. 
If our Treasury is prepared to go as 
far as this, of course it could meet 
a continued gold inflow of very im- 
portant magnitude by this method. 
Obviously, if the British Govern- 
ment is to accumulate gold through 
public borrowing to the extent of a 
billion, 875 million dollars, and if our 
Government is prepared to accumu- 
late, in addition to the gold already 
in the stabilization fund, a further 
vast sum of gold with the proceeds 
of public borrowing, we have a great 
intensification of what we must al- 
ready characterize as a new and very 
Significant thing in the world. Such 





vast sums in public treasuries, han- 
dled in the spirit of trustees who look 
to the long future, might prove a 
very efficacious method of holding 
back and spreading out through the 
years the consequences of the de- 
valuations that have taken place in 
the currencies. 

But such trustees would have to 
have a far longer vision than gov- 
ernments have ever manifested, and 
a far greater independence than 
either autocrats or parliaments have 
ever allowed public treasuries. They 
would have to resist demands for 
radical reversal of policy at every 
Sign of lagging stock market or 
business recession. They could, of 
course, neutralize in a moment any 
effort made by our Federal Reserve 
System or by central banks to tight- 
en up money in a period of boom. 

I do not undertake to solve the 
problem here or to make predictions. 
I present the problem. 

Excerpts from an address January 
6 before the Chicago Association of 
Commerce. 


ing of the Act. 

While ICC professed concern 
over the effect of revenue legisla- 
tion, the railroads pleaded with it to 
allow increases in freight rates to 
offset the $120,000,000 estimated loss | 
in 1937 revenues arising from the 


nizing that some changes are nec- 
essary. 

Most important alterations being 
discussed would permit payments 
into sinking funds such as the ICC 
recommends, provided that the 
funded debi of the company is less : 
than the existing surplus. Some pro- passing of the emergency freight | 
vision also will probably be made, it | 7S which expired Dec. 31. 
is conceded in circles favorable to | REQUEST FOR RATE INCREASES 
the Act, for companies showing a First witness at hearings on the 
current deficit. new rates was Dr. Julius H. Parme- 

But it is unlikely that any change | lee, director of the Bureau of Rail- 
will be made allowing credit against | way Economics of the Association of 
the surplus tax for plant expendi- American Railroads. Dr. Parmelee 
tures such as ICC suggests. The | told the ICC that general revision 
plan now is to keep the original | of basic freight rates as proposed 
purpose of the Act intact, but loosen , by the roads will provide additional 
up under certain conditions, if it | revenues to meet rising costs. 
appears those conditions are not en- Higher revenues are _ urgently 
tering wedges for a gradual weaken- | needed by the roads for new equip- 





ment and maintenance, James M. 
Symes, vice president of the assu= 
ciation, testified. He pointed out 
that ownership of cars and loco- 
motives is at the lowest point since 
before the World War, and new 
equipment is needed to maintain 
adequate transportation. 

The Commission was also told 
that, while the proposed readjust- 
ment would provide somewhat 
greater revenues than are coming 
in now, the total would be less than 
under the emergency rates. Be- 
cause of the expiration of those 
rates, railroad leaders estimate, the 
net revenues of the carriers have 
dropped about $10,000,000 a month, 
It is thought that the new rates 
will restore about 60 per cent of 























Assets 
Cash, Due from Banks and Bankers. . 2.» se sw eee 
Exchanges for Clearing House. . . . 2 0 0 0 0 0 
U. 5. Government Securities. . . 1s ne eee eee 
PM kk ys 4k. oe OS Se 
Time Loans and Bills Discounted. . . . 6 6 ° . 
State and Municipal Bonds . ‘<8 8s 


Stocks of Federal Reserve Bank and Bank for 
International Settlements ......4. 6 
Other Securities and Investments 
Mortgages Owned . 
en a eee ae 
Real Estate Formerly Occupied as Banking Premises. . 
Accrued Interest and Accounts Receivable. . . . . « 
Customers’ Liability on Acceptances . 
Liability of Others on Acceptances, etc., 
Sold with Our Endorsement 


Liabilities 


Capital $25,000,000.00 





e282 2 28 Cee e @ 6 8 
Surplus Fund . . 8 » © 8 » © ©» » © 50,000,000.00 
Undivided Profits . 2» ss esses 23,937,771.18 
Contingency Fund “es ep eo eveeeeee 


Deposits cu a © © Be e468 @ OO 910,920,321.14 
Outstanding and Certified Checks. » » 42,700,840.17 
Dividend Payable January 2,1937. 2» 8 » « © © © @ 
Unearned Interest... . 1 1 oo 8 
Reserve for Taxes, Expenses and 
Accrued Interest Payable . 4 5 » 
Outstanding Acceptances . . so 13,254,899.73 
Less Amount in Portfolio .... . 3,981,646.85 
Acceptances, etc., Sold with Our Endorsement. . 2» « 


fiduciary powers and for other purposes. 


that loss. 


Statement of Condition December 31, 1936 


$225,816,844.48 
59,575,789.07 
448,876,817.60 
76,987 ,807.26 
175,958,645.81 
31,084,970.87 


2,280,000.00 
16,710,948.99 
2,307,390.52 
19,822,258.48 
1,343,562.79 
3,607,820.87 
8,361,325.12 


6,438,611.05 


$1,079,172,792.91 


<————=== = 


$98,937,771.18 
$,200,000.00 


953,621,161.31 
1,250,000.00 
163,989.52 


1,288,006.97 


9,273,252.88 
6,438,611.05 


$1,079,172,792.91 
fF 


Assets carried at $2,950,347.20 have been deposited to qualify for the exercise of 
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William R. Staats Co. 
Pacific Company of California 
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“In Proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 


Vol. 5. January 11, 1937. No. 2 


We Weatiiad SRABS WAS 


“1 wholly disapprove of what you say but will 
defend to the death your right to say it.” 
VOLTAIRE 








to the nation when he dealt in his message to Con- 
gress with the broad subject of judicial interpreta- 
tion of the Constitution versus amendment. 

It is gratifying to know that the President has faith 
in the flexibility of our system of constitutional law and 
that he believes democracy can be made to function in 
America by a proper exercise of the judicial as well as the 
legislative and executive authority. 

What Mr. Roosevelt said about the need for adaptation 
of old principles to new contingencies is, of course, not a 
novel observation. It has been said by statesmen of 
every generation in the discussion of our Constitution but 
by some people it will be read in the light of the President's 
own comments after the NRA was declared invalid and in 
the light also of the oft-repeated rumors that the New Deal 
planned some curb or restriction on the Supreme Court or 
on the federal courts generally. 

In the present atmosphere of non-partisan approach, 
however, to public questions it is essential that there 
should not be read into the President’s speech anything 
which is not plainly written there. Mr. Roosevelt has 
projected in its simplest form this proposition: The Con- 
stitution is capable of being interpreted to meet the na- 
tional needs without amendment. 


DRAFTING LAWS With this premise all will agree 


provided one point is emphasized, 


WITH DUE CARE namely, that laws should be writ- 
IS IMPORTANT ten in conformity with constitu- 


tional precedent and not by the 
incompetent hands of legalistic tricksters who hand the 
loosely phrased drafts to rubber stamp Congressmen to 
pass without ever consulting competent lawyers either in- 
side or outside of Congress. 

Mr. Roosevelt presumably laments the Supreme Court 
decisions of the last three years. But is there any doubt 
now among good lawyers that the worth-while objectives 
of the NRA could have been attained by carefully written 
legislation? 

As for the unwise features of the laws that have been 
declared invalid, it turned out to be a lucky thing for the 
Administration that they were outlawed. 

It cannot be denied that democracy has functioned 
fairly well in America notwithstanding the declaration by 
a unanimous opinion of the Supreme Court that NRA was 
unconstitutional. Economic recovery has not been im- 
peded—it has actually been accelerated by the Court’s de- 
cision. Also the Supreme Court “cooperated” by uphold- 
ing gold devaluation and also the TVA. 

No great harm was done by invalidation of the scheme 
of crop control since the great drought intervened and 
made crop control seem in retrospect an unwise measure. 

Even the loss of processing taxes to the Treasury was 
no disaster for in the latest budget message, the President 
says: 

“The general improvement in business conditions 
and the enactment of the Revenue Act of 1936 have 
resulted in additional revenues from taxes which will 
not only make up the loss in revenue due to the Su- 
preme Court invalidating the taxes levied under the 
Agricultural Adjustment and the Bituminous Coal 
Acts, but it will produce additional income of approx- 


imately $174,000,000.” 
NRA DEFECTS The defects of the national in- 
dustrial recovery act were noted 


NOW ADMIITED at the time of passage and shortly 


sY P! ESIDENT after the legislation was put into 

effect. On this page and in edi- 
torials in other publications from one end of the country 
to the other was written in the summer of 1933 and early 
in 1934 a comment that Mr. Roosevelt in his message last 
week now substantiates as follows: 

“Sober second thought confirms most of us in the 
belief that the broader objectives of the National Re- 
covery Act were sound. We know now that its diffi- 
culties arose from the fact that we tried to do too 
much. For example, it was unwise to expect the 
same agency to regulate the length of working hours, 
minimum wages, child labor and collective bargaining 
on the one hand and the complicated questions of un- 
fair trade practices and business controls on the 
other.” 

Yet in those 1933 days it was considered almost unpatri- 
otic to hint that the NRA might possibly be defective. It 
remained, therefore, for a courageous Supreme Court in 
May, 1935, to utter a historic opinion which many of the 
highly sensitive members of the New Deal completely 
misunderstood. 
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The Court did not outlaw the objectives of the NRA. 
The Court did not say that national recovery could not 
be achieved within the Constitution but on the contrary 
pointed out that it was the obligation of Congress and the 
executive to meet national problems within the Constitu- 
tion or to have that document amended in the proper way. 


ALIBI EFFORTS 


It should not be forgotten that 
Justice Cardozo, liberal of liber- 
als, wrote a separate concurring 


BY POLITICIANS 
MISLEADING opinion in the NRA case saying 
that the law was “delegation run 


riot.” What a rebuke to the draftsmanship of the New 
Deal! What a plain warning that human rights and hu- 
man liberties be preserved even as worthy objectives were 
included in contemporaneous legislation! : 

Mr. Roosevelt is right, of course, when he says the 
problems have not been outlawed. We must find ways to 
establish minimum wages and to abolish child labor and 
also to adjust effectively our whole agricultural economy. 
For some of these problems constitutional amendments 
alone may prove the forthright answer. 

Now the time has come to try again—to write laws that 
seek to meet the acute problems of the day insofar as gov- 
ernmental power can be exerted to meet them. Unfortu- 
nately we are inclined in the realm of American politics to 
build up alibis—if unemployment isn’t relieved, it’s the 
fault of business; or if the budget isn’t balanced it’s be- 
cause private industry has not employed more workmen 
than it can use; or if economic progress falters, it’s be- 
cause the Supreme Court has clogged the operations of an 
otherwise perfect legislative body. 

So now that the politics is, for the moment anyhow, ad- 
journed, those members of the Congress who really have 
at heart the betterment of the social order and the im- 
provement of the lot of the underprivileged will turn to- 
ward the precedents of constitutional law in an effort to 
determine what can or cannot be accomplished within the 
Constitution. 

When, however, we come to the matter of fixing wages, 
entirely apart from the establishment of minimum wages, 
the question of delegating to the federal Congress any 
such comprehensive right is one that ought to be passed 
upon by the people in a special referendum called for that 
purpose just as the referendum on the repeal of the Eigh- 
teenth Amendment was carried out. 


INTIMIDATION 


No justices of the Supreme 
Court of the United States would 
be faithful to their trust if they 


OF JUDICIARY 
UNDESIR ABLE yielded to popular impulse or in- 
. timidation and deliberately 


granted to Congress the right to fix the wages of Amer- 
ican citizens or allowed Congress to delegate any such 
power to a tribunal of its creation. 

Aside from wage control, there would seem to be ample 
power in the federal Constitution to achieve most of the 
objectives of the NRA. The limits and restraints of collec- 
tive bargaining can be made clear by def-nition under fed- 
eral and state law within the present Constitution but no 
amendment and no amount of judicial cringing to the 
executive will ever put into the commissions and boards 
which are supposed to administer these new laws the kind 
of administrators the American people have every right to 
expect shall be appointed. 

Again and again in Washington we have witnessed in 
the labor boards examples of unconscionable partisan- 
ship as well as bad taste. These quasi-judicial commis- 
sions should put a good deal of emphasis on the word ju- 
dicial. They should keep out of party politics and parti- 
san controversies. They should be umpires in fact as well 
as in name. 

So, too, with the Department of Labor. It cannot sit 
silently by and listen to an incendiary speech by John L. 
Lewis over a nation-wide radio hook-up and then casti- 
gate the automobile employers for appealing to the only 
court to which they have access—the court of public 
opinion. 
NON-POLITICAL It is true that many labor dis- 
putes are better settled behind 
closed doors, but the auto strike 


VIEW OF THE 
in which constituted authority 
ISSUES NEEDED has been in effect flouted through 


sit-down strikes that amount to usurpation of property 

rights is an example of the importance of placing the is- 

sues constantly before the American people. 
Constitutional power to achieve social objectives un- 
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questionably exists and what is lacking can be obtained 
by amendment if the people so desire. What is needed is 
a non-political concept of the fundamental issues. 
Mr. Roosevelt says: 
“It is worth our while to read and re-read the pre- 
amble to the Constitution and Article I thereof which 


confers the legislative powers upon the Congress of 
the United States. 


“It is also worth our while to read again and again 

the debates in the Constitutional Convention of 150 

years ago. From such reading, I obtain the very defi- 

nite thought that the members of that Convention 
were fully aware that civilization would raise prob- 
lems for the proposed new Federal Government which 
they themselves could not even surmise; and that it 
was their definite intent and expectation that a lib- 
eral interpretation in the years to come would give 
to the Congress the same relative powers over new 
national problems as they themselves gave to the 

Congress over national problems of their day.” 

The President does well to stress the fact that the legis- 
lative powers are vested by the Constitution in the Con- 
gress. Unhappily they have too often in recent years been 
vested in a small group of college professors and unofficial 
spokesmen of the White House who have been telling the 
people on Capitol Hill what legislation they must pass. 

We have had within the very last week a striking ex- 
ample of how the power of Congress when properly ex- 
erted in carefully written legislation accomplishes an ob- 
jective on which previous Congresses and the States have 
hitherto failed. Thus the Ashurst-Sumners law of June, 
1935, forbidding the shipment of prison-made goods into 
States that prohibit the sale of the products of convict la- 
bor establishes a method whereby even child-labor-made 
goods could be uniformly kept from the channels of com- 
merce. Said Chief Justice Hughes on behalf of a unani- 
mous Court: 


“Where the subject of commerce is one as to which 
the power of the State may constitutionally be ex- 
erted by restriction or prohibition in order to prevent 
harmful consequences the Congress may, if it sees fit, 
put forth its power to regulate interstate commerce 
so as to prevent that commerce from being used to 
impede the carrying out of the State policy.” 

COURTS MUST ; If we could get back to the 
undamental idea that members 
BE KEPT OUT of Congress were again to exer- 
OF POLITICS cise legislative powers, there 

probably would be found many 
experienced law-makers who could write legislation that 
would come within the established precedents of constitu- 
tional law and yet meet the objectives which in principle 
the Executive recommends. 

But the theory that Congress is to be the supreme body 
and that whatever it writes in the way of a statute must 
be accepted because of political exigencies is to deny the 
fundamental principle of democracy as we have set it up 
in America with our system of careful checks and balances. 

Undoubtedly the Supreme Court has made errors of 
judgment when tested by the standards of popular ap- 
plause or expediency. But it is better that we should have 
a few mistakes by a court far removed from the passions 
of politics and ambition than to entrust the interpretation 
of the Constitution to the liberals of today or the reaction- 
aries tomorrow in a Congress beset more than ever by 
pressure groups and owing its very election in no small 
part to the powerful political organizations of a streamline 
age. 

We come then to the conclusion of Mr. Roosevelt’s ad- 
dress to Congress. Every American who has reverence 
for the American constitutional system must heartily ap- 
plaud the concise statement of Americanism which the 
President did express as he summed up: 


“The judicial branch is also asked by the people to 
do its part in making democracy successful. We do 
not ask the Courts to call non-existent powers into 
being, but we have a right to expect that conceded 
powers or those legitimately implied shall be made 
effective instruments for the common good.” 

To all of which should be added the thought that when 
nine justices of the Supreme Court of the United States, 
conservatives and liberals alike, find that a statute is badly 
drawn, as in the case of the NRA, it devolves upon the 
legislative branch of the government to do its part in mak- 
ing democracy successful by calling into action members 
who can write their own laws, based upon the highly in- 
structive and familiar passages of previous decisions of our 
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